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ANNUAL   REPORT  OF   THE    TREASURER -TAX    COLLECTOR 

CITY    AND    COUNTY   OF   SAN    FRANCISCO 

AS    OF   JUNE    30,    1986 

FOR 

FISCAL    YEAR    1985-1986 


SYNOPSIS 

The   Office   of   Treasurer    of   San    Francisco    is   an    elective 
office   which   has    been    in    existence   since    1850.      In    fact,    during 
the   period    from   1850    to    1856    there  were    two   Treasurers    -    one    for 
the  City   and    one    for    the   County,    since    prior    to    1856    San 
Francisco   County   embraced  nearly  all    of   San    Mateo   County. 
Following    the  Consolidation    Act    of   1856,    San    Francisco   became    a 
combined   City  and   County.      We    are    the   only  combined   City  and 
County    in    the    State    of   California.      The   Treasurer    is   basically 
the  banker    and    investment    officer    for    the   citizens    of   San 
Francisco.      In   July  of   1979    a   Charter   amendment    added    the    office 
and   duties    of   Tax   Collector    to    the   responsibilities    of   the 
Treasurer.      The    following   report,    dealing   specifically  with    the 
fiscal    year    ended   June   30,    1986,    contains    comparative   statistics 
and    information    covering    the    past    five    years    of    investment 
activity   and    five   years    of   tax   collector    revenues. 

In   managing    the    investment    functions    and    day-to-day 
operations    of  a    cash    management    program,    the   Treasurer    is 
responsible    for    an    overall    portfolio    which    is,    at    the    present 
time,    slightly    in    excess    of   $1    Billion.       In   administering   this 
portfolio    the  basic    objectives,    in    order    of   priority,    are    1)    the 
preservation    of   capital,    2)    availability   of   funds,    and   3)    yield 
(favorable   return    on    investment   without    undue    compromise    of   the 
first    two   objectives).      We    are   guided    in    our    choice    of   investment 
by    the   California    State    Government    Code   which    allows    for    a    fairly 
wide   range   of   investment   alternatives,    such    as    Time    Deposits    in 
banks    and   savings    and   loan    associations,    Negotiable   Certificates 
of   Deposits,    U.S.    Treasury   Bills,    Notes    and    Bonds,    various 
Federal    Agencies    issues,    Bankers    Acceptances    and    Commercial 
Paper.      Strictly  excluded    from  allowable    investments    are   such 
things    as   real    estate    and    common    stock. 

Each   month    the   entire   portfolio    is    "marked    to   market".      This 
report    and   other    details    of    performance    activity  and   results    are 
submitted   to    the   Mayor    and   the    Board  of   Supervisors.      Return    on 
investment    is   among    the  highest    in    the    State   and    the   portfolio 
reflects    the  highest   quality   of   investment   alternatives.      We    are 
proud   of   our   accomplishments    over    the    past    five    years,    having 
earned   over    $548   Million   with    full    liquidity  and   safety  of  all 
funds  . 


' 


In   managing    the    cash    flow   of    the   City   and    County    the 
Treasurer   works    closely  with    all    departments    to    assure    that    all 
funds    due   are  received   and   deposited   as    quickly  as    possible.       In 
order    to   accomplish    this    the   Treasurer    has   negotiated    contracts 
with    various    banks    for    such    things    as    lockbox   and   credit   card 
services.      The   Treasurer's    office    disburses    cash    for 
approximately   2    million   warrants    issued   by   the   Controller, 
amounting    to    over    $2    Billion    each    year.       It    should   be  noted    that 
the   Treasurer's    office    does    not    issue   warrants,   nor    have   any 
control    over    the   budget   approvals    or   expenditures.      We   make   sure 
the   cash    is   available    to   honor    warrants    issued    to    cover    approved 
expenditures.       In   addition,   we   receive,    verify   and    pay  all 
matured    general    obligation   bonds    and   coupons   amounting   to   almost 
$35    Million    per    year. 

The    tax   collection    responsibility   of   the    Treasurer    includes 
the    collection    of    Real    Estate    Taxes,   numerous    Licenses    and 
Permits,    Business    Taxes,    Investigations,    Parking   Meters,    and    the 
collection    of    Delinquent    Accounts    due    to   other   City   departments. 
Annual    revenue    collections   have    increased    from    $486    Million    to 
$689    Million    over    the    past    five    years.      Substantial    detail    on    the 
tax   collection    activities    is    provided    in    the  body   of   this    report. 

In    summary,    the   Treasurer    collects,    protects    and   maximizes 
return    on    all    funds    due    to    the    citizens    of   the   City  and   County  of 
San   Francisco. 

ORGANIZATION   AND   BUDGET 

Very  briefly,    the   organization    appears   as    follows: 

TREASURER 

Chief  Assistant  Treasurer      Tax  Administrator 

Deputy  Tax  Administrator 

Treasury  Division 

Cashier  Property  Tax 

Bonds  £  Coupons  Business  Tax 

Audits 
Chief  Investment  Officer  Licenses  $  Permits 

Parking  Meters 

Investments  Delinquent  Revenue 

Cash  Management 

The    Treasurer-Tax   Collector    Department   had   an    authorized 
budget   of   $5,944,866    for    the    fiscal    year    1985-86,   with   a    total    of 
145    positions.      An   Administration    Division    provides    centralized 
support   services    to    the    programs    and   activities    of   the 
Treasurer-Tax   Collector    Department.      Goals    and   achievements    of 
the  various    divisions    are    detailed    in    the    following    pages    of   this 
report . 
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TREASURY   DIVISION 

The    Treasury   Division    consists    of   two   sections    -    a    Cashier 
Section    and   a    Bonds    and   Coupons    Section.      The    Division's    goal    is 
to   account    for    receipts    of  all    funds    deposited   by   City 
departments,    redemption    of   Controller's   warrants    and    the 
disbursement    of   funds    for    other    legal    obligations. 

The   Treasury    Division    also   accepts    various    assets    such    as 
securities,    deposits,    bail    bonds    and   miscellaneous   assets    from 
departments    and   holds    them    in   a    special    custody  safe.      These 
items   were  held    in    joint    custody  with    the   Controller,    requiring 
representatives    of  both    departments    to   accept    or    surrender    these 
assets    from   the   various    departments.      A  change    in    the    San 
Francisco   Administrative   Code    (Section    10.81-1)   was   approved    in 
March    1986,   making   the    Treasurer    solely   responsible    for    these 
items    and   authorizing    the   Treasurer    to    establish    rules    and 
regulations    for    the   safe    custody   of  all    money  and    property    in   her 
possession    or    under    her    control.      As    a   result    of   this    change    a 
special    PC   program  has    been    established    to    record   all    necessary 
information    on    these    items    as   well    as   regular    written    contact 
with    the   various    departments    involved   concerning   current   activity 
and   status    of    the    assets. 

The   Controller's    Internal    Audits    Division   routinely  examines 
the   activities   of    the   Treasurer's    office    including  monthly 
verification    of   cash    on   hand.       In   addition   an    outside   major 
accounting    firm   audits    our    activities    in    connection   with    the 
publication    of   the   Controller's    Annual    Financial    Statements. 

The   Treasurer    also   works   with    the   Controller,    Legal    Counsel, 
Financial    Advisors   and   other    departments    in    connection   with    the 
issuance    of   various    bond    issues.      During    fiscal    year    1985-86    two 
major    bond    issues   were   sold:    $104,000,000    of  Water    Revenue    Bonds 
and    $146,240,000   of    Sewer    Revenue    Refunding    Bonds. 


Additional    responsibilities    include    absent   heir    deposits    and 
payments    pursuant    to    State   Probate   Code    1060;    processing   and 
reconciling   street    improvement    deposits    and    payments    authorized 
under    the    1934    Street    Improvement    Ordinance;    and    Trustee    duties 
in    connection   with    deferred    payment   settlement    trust    funds 
resulting    from   large    claims    against    the    city. 

Cashier    Section.      This    section    is   responsible    for    the 
receipt    of   all    City   and    County   moneys    and    checks    either    through 
direct    bank    deposits,    lockbox   operations    or    Treasurer's    receiving 
window;    payment    of  all   Controller   warrants    through    out    Clearing 
House  bank    and   also    through   Cashier    windows;    reconciliation    of 
the    above   receipts    and    disbursements   with    total    cash    on   a    daily 
basis;    daily  and  monthly  reconciliation    of   Treasurer    checking 


accounts;    and    daily    input    and    detailed   reconciliation    to    FAMIS 
(Financial    Accounting   and    Management    Information    System) 
reports.      All    checks   received    through    the   Treasurer's    Receiving 
window   are   encoded   and   microfilmed   before   deposit    to    the  bank. 
Internal    control    is   achieved   by   division    of   duties    between 
receiving   cashier,    vault    cashier,    paying   cashiers,    reconciliation 
cashiers    and    clerks,    and    the   accountants. 

The   primary  objective   of   the   Cashier    Section    is    to    "process 
and   account    for    the   receipt    of    collections,    departmental    deposits 
and   disbursements    made    through    the   Cashier    by   the    close   of   the 
same  business    day".      The   Cashier    unit    accomplished    this    objective 
during   the    fiscal    year    and   was    pleased    to    find    that    the  major 
modification    which    started    in    1979-80    to    gradually   change 
Controller    warrants    from  hard   tabulating   cards    to    soft    encoded 
warrants   was    finally   completed.      Some    payroll    warrants    and   social 
services   warrants    had   still    been    issued   as    hard    tabulating   card 
warrants.      This    dual    system  had    created   a    more    complex    daily 
reconciliation    of  disbursements    with    payments    to   our    Clearing 
House  bank . 

2,035,000   warrants   were   processed    in    1985-86,    approximately 
6,000   more    than    last    year. 

Total    receipts    amounted   to    $2,440,011,000    while 
disbursements    totaled    $2,405,094,000,    resulting    in    a   June   30, 
1986    cash    and   equity  balance   of   $1,081,681,000. 

Since    the    arrival    of   the   NCR    Remittance   Processing    System    in 
November,    1980,    the   Cashier    Section    personnel    have  become 
involved  with    the    encoding  of   deposit    checks    for    direct 
remittance    to   various    banks.    This    process    provides    earlier 
investments   of    funds    for    higher    interest    earnings    for    the   City. 
In    September,    1982,    the   Cashier    Section   personnel    expanded   the 
usage   of   the   NCR   Remittance   Processing    System    to    include    encoding 
all    Controller    warrants    redeemed  by  our    cashiers,    and   processing 
mutilated   warrants    from    our   Clearing   House  bank    to    create    a 
computer    tape    of  encashed  warrants.      This    encoding  and   tape 
creation    process   was    previously   done  by   Controller's    ISD 
personnel.      This    tape    created    in    our    office,    together   with    the 
tapes    provided  by    the   Clearing   House  bank    for   Controller   warrants 
redeemed   through    the  bank,    is    entered    into    the   Warrant 
Reconciliation    System   as    our    daily   encashed  warrants.      As    the 
warrant   reconciliation    process    is   revised   to   be  more   efficient, 
our    personnel    are   ready  and  willing    to   adapt    to    the    changes   with 
the  new   problems   and   perform   in    a    competent   manner. 

Bond   and    Coupon    Section.      The    Bond   and   Coupon    Section 
receives,    verifies   and    pays    all    matured   bonds    and   coupons    either 
locally   or    through   Citibank    as    fiscal    agent    in    New   York   City. 
The   objective    is    "to    complete    the   redemption    of  all    bonds    and 


coupons    on    date   of  maturity".      With    the    limited   staff  of   one    Bond 
and   Coupon    Supervisor    and   one   Clerk,    only    persistent   hard  work 
enabled    this    unit    to    fulfill    this    objective.      82,602   bonds    and 
coupons   were   redeemed    in    the    total    amount    of   $34,846,636.      All 
bonds    and    coupons    presented  were    promptly   paid.      This    section 
also   registers   and   re-registers    general    obligation   bonds.      This 
year    there   were    50    transactions    involving   250   bonds. 


INVESTMENT   DIVISION 

The   goal    of   the    Investment    Division    is    "to   administer    and 
control    the    investment    of   all    moneys    in    the   Treasurer's    custody 
that   are   not    required    for    payment    of  current    obligations    for    the 
purpose   of   maximizing    interest    income   while    preserving    the 
liquidity   and   safety   of   the   principal",    with    the   objective    "to 
maintain    all    surplus    funds    in    investments    which   exceed    the   rate 
earned   by   the    State    Local    Agency    Fund". 

In    1985-86,    the   above    goal    and    objective   were   met   with 
outstanding   success    by   the    cash   management    and    investment    staff. 
For    1985-86    total    interest    received   amounted    to    $117,208,895   with 
earnings    at   an    annual    yield   of  11.061,    versus    $105,033,940   and 
11.27%    for    1984-85.      This   was    again    an    outstanding    performance    in 
view   of   the    continuing   decline    in    interest    rates. 

For    pooled    cash,    the    unappor t ioned    interest    receipts    for 
1985-86    were    $104,732,258   with    earnings    at    an    annual    yield   of 
10.83%   versus    $90,151,828    and    11.34%    for    1984-85.       In    1986-87 
targets   have   again   been   revised   downward    to   reflect    the 
continuing   unsettled    interest    rate    conditions.      The   average   rate 
of   return   of   11.06%   exceeded    the   average   rate    earned  by   the    State 
Local    Agency    Investment    Fund   of   9.13%   and    the    average    effective 
Federal    Funds    rate   of   7.68%. 

The    Treasurer's    Office   uses    a    specialized   computer    system    - 
"Moneymax",    a    market    information    service    -    "Telerate",    and    direct 
lines    furnished   by   investment   houses,   which    enable   our    investment 
officer    to   maximize    interest    earnings    and   rate   of   return    as 
reflected    in    the    following   schedule    (Portfolio    Statistics).      The 
institution    of   direct   bank   deposits    in    the    early   1970's,    where 
departments    deposit    their    receipts    directly  with    the    local    branch 
of    Bank    of   America,    our    concentration   bank,    continues    to 
accelerate    the    flow   of   cash    into    the    Treasury.      We    also  have 
arranged    for    lock-box    processing   of    invoiced   receipts    and    court 
parking  and    traffic    citation    receipts.         Funds    received  by   the 
Treasurer    for    tax   collections    and   other   payments    are  handled 
through    the   use   of  an    NCR   Remittance   Processing   System    for    direct 
remittance    to    the   bank.      This    process    provides    earlier    deposit    of 
these    funds    plus    reduced  bank    charges. 

The   Treasurer's    staff   continually  monitors    and    invests    all 
revenue    that    flows    through    the   remittance    processing  network 
through    electronic   access.      All    funds    are    transferred    through 
Fed-wire    to    the    concentration   account    for    disbursement   by   the 
Controller    or    for    investment.      In   addition   to    the   procedures 
mentioned   above    (direct    deposits,    lock    boxes,    remittance 
processing   equipment)    the   use   of   credit    cards    for    payment    of 
traffic    fines,    towing  and   storage    fees    and   misdemeanor    bails    has 
accelerated    payments,    reduced    the    incidence   of  bad    checks    and 
provided    immediate    funds    for    investment. 


1979 

Fisc 

1985 

Offi 

all 

rece 

all 

Cash 

a  ca 

esta 

make 

rega 

Chie 


The  posit 
-80  fiscal 
al  Advisor 
-  86  ,  addin 
cer.  The 
depar  tment 
ive  and  re 
City  depar 

Manager  a 
sh  flow  sy 
blishes  an 
s  recommen 
rding  cash 
f  Investme 
stment  pol 


ion  o 
year 
y  Com 
g  add 
Cash 
s  fol 
ceipt 
tment 
nalyz 
stem; 
d  ma  i 
da  tio 
mana 
nt  Of 
icies 


f  Cas 
base 
mi  t  te 
i  t  ion 
Manag 
low  t 

for 
s  by 
es  ca 
in  it 
nta  in 
ns  to 
gemen 
f  icer 


h  Ma  n  a  g 
d  on  th 
e  ,  was 
al  burd 
er  '  s  pr 
he  Char 
all  fun 
the  nex 
sh  flow 
iates  a 
s  banki 

City  a 
t  proce 

in  a  dm 


er  ,  wh 
e  reco 
not  f  i 
en  to 
imary 
ter  ma 
ds  whi 
t  bus  i 
throu 
nd  mod 
ng  rel 
nd  Cou 
dur  es 
in  iste 


ich  was  creat 
mmendation  of 
lied  for  most 
the  Chief  Inv 
duty  has  been 
ndate  that  th 
ch  have  been 
ness  day.  In 
ghout  the  Cit 
i  f ies  cash  fl 
ationships;  a 
nty  departmen 
and  policies 
ring  cash  man 


ed  dur i 

the  Ma 

of  f is 

estment 

to  see 

e  Treas 

deposi  t 

addi  t i 

y  and  d 

ow  proc 

dv  ises 

tal  per 

and  ass 

agement 


ng  the 
yor  's 
cal  year 

that 
ur  er 
ed  wi  th 
on  the 
evelops 
edur es ; 
and 

sonnel 
ists  the 

and 


Extended   use   of   these   various    procedures    to   other    programs 
is    an    on-going    process    and    should    continue    to    increase   revenues 
and    provide   better    taxpayer    assistance   while   containing   costs. The 
South   African    Divestment    Ordinance,    which   became   effective   March 
10,    1986,    had   been   anticipated   by   the    Treasurer    and    investment 
staff,    and    consequently    there   were   no    investments    in    the 
portfolio    which   were    in    conflict    with    the    city's    divestment 
policy.      Subsequent    to    the    enactment    of    the    ordinance,    all 
financial    institutions   were   sent   appropriate   affidavits    to    comply 
with    the    ordinance.      All    financial    transactions    are   reviewed    to 
be   sure   we   are    in    compliance   with    the   ordinance. 
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TAX  COLLECTION  DIVISION 

The  office  of  the  Tax  Collector  receives  and  deposits  all 
monies  for  taxes,  licenses  and  other  fees  due  the  City  and  County 
under  the  direction  of  the  Treasurer,  in  accordance  with  the 
provisions  of  the  Charter  and  the  City's  Administrative  Code.   It 
also  provides  the  collection  of  delinquent  accounts  for  other 
City  departments.   In  order  to  be  effective  this  work  requires 
coordination  with  other  agencies  of  the  City  and  County,  the 
Board  of  Supervisors  and  the  State  of  California,  as  well  as 
other  tax  administrators  and  policy  bodies. 

The  office's  overall  goal  is  to  provide  an  equitable  and 
efficient  collection  of  property  taxes,  business  taxes,  licenses, 
and  parking  meter  revenues  in  accordance  with  State  law  and  City 
ordinances,  and  at  the  same  time  maximize  the  investment  return 
by  expeditiously  processing  and  depositing  receipts. 

The  Tax  Collector  supervises  eight  operating  sections: 
Cashier,  Real  Estate,  Business  Taxes  and  Audits,  Delinquent 
Revenue  Collection,  Investigation,  Legal,  License  and  Parking 
Meters.   The  sections  have  the  following  basic  goals: 

1.  To  provide  centralized  administrative  services  for  the 
department  and  support  services  to  divisional  program  activities. 

2.  To  provide  for  the  centralized  collection  of  secured  and 
unsecured  property  taxes  for  local  government  taxing  agencies 
within  the  City  and  County  of  San  Francisco. 


3.  To  maintain  a  post  audit  program  to  determine  the 
accuracy  of  taxpayer  reports  and  to  levy  additional  taxes  if  the 
audit  indicates  an  underpayment. 

4.  To  administer  and  collect  the  Business  Tax,  the  Payroll 
Expense  Tax,  Parking  Tax,  Utility  Tax,  Stadium  Admission  Tax,  and 
Transient  Occupancy  Tax. 

5.  To  provide  for  the  centralized  collection  of  accounts 
delinquent  in  excess  of  90  days  for  all  City  and  County 
Departments  except  those  under  the  jurisdiction  of  the  Public 
Service  Enterprises,  and  to  provide  for  the  resolution  of  all 
delinquent  taxpayer  accounts. 

6.  To  collect  fees  for  Licenses  and  Permits  which  are 
required  by  Municipal  Code,  Part  III;  to  collect  the  Dog  License 
Fees;  and  to  determine  eligibility  for  preferential  parking 
permits  in  selected  residential  areas  and  collect  fees  for  same. 

7.  To  administer  and  account  for  the  collection  of  Parking 
Meter  Revenues . 


The    function    of  each    section    is    described    in    more   detail    in 
the   body   of    this   report.      Also    included    are    individual    program 
goal    statements    directed    towards    the   achievement    of   timeliness 
and  quality   public   service.      Together    they  express    the  main 
objective   of    the    Tax   Collector's    Office:    to   maximize    the   City  and 
County   services   and    functions. 

Hi  ghl i  ghts 

The    Business    Tax   Section    completed   another    successful    year. 
There   were   significant    increases    in    the   amounts    collected    for    the 
payroll /bus iness    tax,    the   utility   tax  and    the  hotel    tax.      Whereas 
the    total    of  all    taxes    collected   by    the   section   had   remained 
below    $176,000,000    for    the   previous    four    years,    it    rose    this    year 
to    $194,316,717. 

The   Parking   Meter    Section    continued    to    realize   savings    of 
over    25%   of    the    anticipated    cost    of    collecting   and    counting    the 
Parking   Meter    revenues,    as    a    result   of   taking   advantage   of 
rollover    provisions    in    its    contracts    for    the    previous    year. 

The    Bureau   of   Delinquent    Revenue    increased    its    collections 
by   35%    this    year,    to   a    total    of   $5,219,997.      This    is    due    in    large 
part    to   having    the   staff,    which    had   turned   over    almost    completely 
last    year,    fully    trained    for    the    current    year. 

The    Investigation    Section   had    fewer    accounts    open    than    in 
the    previous    fiscal    year,    and    made    fewer    field    calls    as    more 
investigators   were   used    in    Real    Estate   Collection.      However,    the 
revenue    collected  was   49%    greater    than    in    the    previous    year,    for 
a    total    of   $7,088 ,816 . 

The    Legal    Section   was    able    to    fully  utilize   the   Wang   OIS-50 
which   had  been    installed    in    the    previous    year.      Collections   by 
the   section    increased  by   144%    this    year,    to   a    total    of   $1,728,365, 

The    Real    Estate    collection    continued    to   be  handled    in   a 
record   two    to    three    days,    thanks    to    the   NCR   remittance 
processors.      This    equipment   now  handles   both    the   supplemental    and 
escaped   assessment   bills    in   addition    to    those    for    the   regular 
secured   and    unsecured   rolls,    licenses    and    preferential    parking. 
Supplemental    property   tax   collections    (SB   813)    rose  by   77%   to 
$16,613,469    over    the    $9,367,253   of    fiscal    1984-85. 
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CASHIER  SECTION 


o 


The   Cashier    Section    receives    and   accounts    for    all    payments 
„f    taxes,    licenses,    and   other    revenues,    whether    taken    over    the 
counter    in    cash    or    by   check,    or    received    in    the   mail.       It 
maintains    internal    control    by  numeric    identification    and    check 
microfilming   of   these   payments.      The    division    balances    each    type 
of   revenue   separately,    and    deposits    the   sum   of  revenue    collected 
with    the   Treasury   Division    on    a    daily  basis. 

The   Cashier    Section   also    opens,    sorts,    and    processes    all 
mail    received   by   the   Tax    Collector's    Office.      All    checks   with 
proper    supporting   documents    are    processed    immediately.      Checks 
without    proper    supporting   documents    or    which    need   verification 
are   kept    in    the   Cashier's   Check   Control    Section,    while 
photocopies    of   these    checks    are   sent    to    the   appropriate    tax 
division    for    examination    and    identification. 

The   amount    processed   by   the   Cashier    Section    increased   by 
$71,248,593    in    fiscal    year    1985-86,    for   a    total    of   $689,241,702. 
This    division    met    its    MBO  objective   of   items    processed    for    this 
fiscal    year  . 

Uniform    Sales    and   Purchase   Tax 

The    State   of   California,    acting   since    1958    as    the   agent    of 
the   City   and   County,    collects    the    San    Francisco    Uniform   Sales    and 
Purchase    Tax   and   returns   revenues    minus    collection    costs    to    the 
City  and   County.      This    tax    provided   revenues    of   $71,461,533    to 
the   City   and    County    in    fiscal    year    1985-86.      The    state    collected 
an    additional    $17,870,270    for    deposit    in    the    Local    Transportation 
Spec ial    Fund . 
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SOURCES  OF  REVENUE 
TAX  COLLECTOR'S  OFFICE 


1985-1986 


Supplemental  Real  Estate  2.4% 

Unsecured 
Personal  Property 

Tax  Redemption  1.8% 

Other  2.6% 

Licenses  .8% 

Parking 
Meters  .9% 

Utility  Tax 


Parking  Tax 


Business 
Tax 
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PROPERTY    TAX    SECTION 

Property   Tax   Section's    primary   responsibility    is    to    collect, 
record,    and   report    payments    of   secured   and   unsecured    property 
taxes   and    special    assessments.      Revenues    collected    in    1985-86 
were    in   excess   of   $350   million. 

Mailing   tax  bills    is   a    vital    step   in    tax   collections   as    tax 
bills    bring    in   revenue.      More    than    161,000    secured    tax  bills   were 
mailed   by   October    15,   which    was    two   weeks    earlier    than    the   MBO 
target    date   of   November    1.      More    than   39,000    unsecured    tax   bills 
were  mailed   throughout    the    year.      More    than    15,000    supplemental 
tax  bills   were   mailed    monthly    for    all    roll    years.      The   mailings 
were  handled    promptly  and    efficiently. 

The    public   made   more    than    50,000    inquiries    of   the   Property 
Tax   Section,    either    by  mail    or    telephone,    or    by  walking    into    the 
Tax   Collector's    office.      They   requested    tax   bills,    explanations 
of   the    contents    of   tax   bills    they  had   already   received, 
verifications    of   payments,    and    tax   refunds    of   duplicate   payments 
and   overpayments.      Reductions    in   assessments    after    the    taxes   are 
paid    are    one    cause    of   overpayments.      More    than    2,000    refunds   were 
process  ed . 

The   division   met    its    MBO  objectives    as    follows: 

1.  To   mail    1001   of  non-penalty   courtesy   letters   within 
seven    days    of  receipt    from   the   Cashier. 

2.  To    process   within    three    days    all    secured    payments 
received   on    or    before    December    10    and   April    10. 

3.  To    post    and   reconcile   within    sixty   days    all    secured 
payments    received   on    or    before   December    10    and   April    10. 

4.  To    post   and   reconcile   within    forty-five    days    all 
unsecured   payments    received   on    or    before   August    31. 

The    listing  of   delinquent    unsecured   accounts    for    the 
Investigation    Section   was    completed   November    6,    three   weeks   after 
the   MBO   target    date    of   October    15.      Delay  was    due    to    ISD's 
failure    to  meet    the   deadline.      The   division   will    work    on    improved 
coordination   with   other    departments    in    order    to    avoid    future 
problems   and   delays. 

Tax   Redemption    Bureau 

This    Bureau    computes    and    processes    payments    of  prior    year 
delinquent   secured    property    taxes.       It    maintains    complete 
listings    and   accounting  records    of  prior    year    delinquent    property 
taxes    as    to    original    taxes,    delinquent    penalty,    cost,    state 
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redemption    fee,    redemption    penalty,    and   unpaid   balances    if    the 
taxes    are   being    paid   under    the    five-year    installment    payment 
plan.      Consequently,    it   handles    a    large   volume    of    telephone    calls 
and   correspondence   as    to    the    interpretation    of   the   Revenue   and 
Taxation   Code   of    the    State   of   California,    current    tax   status,    and 
the   computation    of   taxes    and    penalty   from   the    general    public, 
title    insurance    companies,    mortgage    companies,    savings    and   loan 
companies,    and    tax   service    institutions.       Its    effective 
functioning   demands    a    close   working   relationship  with    the    offices 
of   the   City    Controller,    the   Assessor,    and   the    State   Controller. 

The    Bureau    also    prepares    lists    of    tax -defaul ted   real 
property  and    parcels    subject    to    power    to    sell    tax-defaulted 
property,    and    arranges    for    publication    of    this    information    in    a 
local    newspaper    in    compliance   with    the    laws    of   the    State   of 
Cali  fornia . 

An    on-line   automated    financial    system  maintains    the 
accounting   records    for    delinquent    taxes    collected.      The    system 
provides    inquiry,    update    and    payment    recording    features. 

In    1985-86,    6,077    parcels   were   redeemed   with    a   revenue    total 
of   $12,085,358.      5,603    parcels    became    tax-defaulted   and   48 
parcels   became    tax -de  faul  ted   subject    to   power    to    sell. 
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BUSINESS    TAX    SECTION 

Under    the   direction    of   the   Chief   Auditor,    the    Business    Tax 
Section    is    responsible    for    the   administration    of    the    following: 
Business    Tax,    Payroll    Expense   Tax,    Parking   Tax,    Utility   Users 
Tax,    Stadium   Admission    Tax   and    the   Hotel    Tax. 

The    Business    Tax    is    a    tax   on    the   gross    receipts    generated   by 
business   activities    in    San    Francisco.      The   Payroll    Expense    Tax    is 
collected   on    the   payroll    expenses    of   persons    doing  business    in 
the    city.       (The    taxpayer    files    a    statement    annually   showing 
calculations    for    both    taxes    and    pays    only   the  higher    of   the    two.) 
The   Parking    Tax    is    imposed    on    the    occupant    of  a    parking   space    in 
a    parking   station.      The    Utility   Tax    is    levied   on    the   users    of 
gas,    electricity,    steam,   water    and    telephone    services    in    the 
City.      The    Stadium   Operator    Admission   Tax    is    imposed   on    the 
operator   of  athletic    contests,    exhibitions    and   other    special 
events    in    a    stadium.      The   Hotel    Tax    is    collected   on    the   rent    paid 
by    transients    for   occupying   hotel    rooms. 

To    carry  out    its    tasks,    the    Business    Tax    Section    is    divided 
into    three    units:      Taxpayer    Service,    Transaction   Control    and 
Audits.      The   Taxpayer    Service    Unit    processes    tax   statements    and 
other    related    documents.    It    also    assists    taxpayers    in    connection 
with    the   various    taxes.      The   Transaction   Control    Unit    posts    tax 
payments    to    the    computer,    maintains    the    tax    files    and   reconciles 
tax   receipts.      The   Audit    Unit    selects    and   audits    various   business 
firms    to   verify    the    accuracy   of    their    tax   statements    and    to 
promote    taxpayer    compliance. 

The    Section   maintains    approximately   59,000    taxpayer 
accounts.    During    the    fiscal    year    it    processed    over    100,000 
transactions,    and   collected   more    than    $193,000,000    in    tax 
revenue.      The   audit    program   spent    over    14,000   hours    completing 
1,163    audits,    and    produced    $4,445,994    in    tax    recovery. 

To   maintain   maximum   effectiveness    this    section   utilizes 
personnel    on   a   highly   flexible  basis.      Accordingly,    it   assigns 
employees   based    on    the    priority   of    the    task    to    the   various    units 
within    the   section    or    even    to   other    sections    in    the   department. 

The    Business    Tax    Section    divided    its   MBO  objectives    into    two 
areas  ,    as    follows  : 

1.      Business    Tax    Section 

a.  To   maintain    or    reduce    the  number    of  delinquent 
accounts    to  be    transferred    to    the    Investigation 
Section    for    collection. 

b.  To    process    90   percent   of   the    tax   statements    received 
by   March    1    within    13   working    days. 
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c.  To   send    out    determination    statements    to    all 
delinquent    taxpayers   before  July   1st    of  each    year. 

d.  To   maintain    the   maximum    personnel    cost    per 
transaction    processed  by   the    Transaction   Control 
Section    under    $1.84. 

e.  To   resolve   90    percent   of   Cashier    inquiries   within   24 
hours   of  recei  pt . 

f.  To    test    Business/Payroll    Tax    instructions    on   non-Tax 
Collector    personnel    before   sending    them    to    the 
taxpayer  . 

g.  To   reconcile   each   month's    collections    during   peak 
collection    period  no    later    than    12    days    after 
month  's    end . 

2.      The    Audit   Program 

a.  To   achieve   a   recovery   rate   of  at   least    $140    per 
audit   hour   based    on    ordinary  billing. 

b.  To    produce    .07    audits    per    hour. 

c.  To    produce    a   ratio   six    times    the   recovery    to    cost. 

Most   of   these   objectives    were   successfully  attained,    with 
the    following   exceptions.      The    delinquent    accounts    turned    over    to 
the    Investigation    Section    for    collection    exceeded   the    target   by 
almost    14%.      Untimely    turnover   of    clerical    personnel    caused   a 
delay   in    processing   the   undelivered   determination   statements 
returned   by    the    post   office.      The    undelivered    determinations   were 
subsequently   processed.      Fourteen   days    were   required   to    process 
90%   of   the    tax   statements   received   by   March    1.      The   extra    day 
needed  was    due    to   our    effort    to   obtain    Social    Security  or 
Employer    I.D.   numbers    for    the    taxpayer    accounts. 
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BUSINESS  TAX  COLLECTIONS 


$200,000,000 


85-6 


$180,000,000 


$160,000,000 


$140,000,000 


$120,000,000 


$100,000,000 
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Bureau    of    Delinquent    Revenue 


The    Bureau   of    Delinquent    Revenue    serves    as    the    official 
collection   agency   of   the   City   and   County   of   San    Francisco.      All 
departments,    except    the   Public    Utilities   Commission,    Department 
of   Social    Services   and   Port    Commission,    are   required   by   Section 
10.38   of   the    Administrative   Code    to   report    all    accounts 
receivable   over    90    days    old    to    the    Bureau. 

The    Bureau  has    two    collection    functions.      First,    it    collects 
delinquent   account    receivables    referred   by  other    departments. 
Second,    it    submits    demands    and    credit    claims    to   escrows    and 
bankruptcy   court    for    unpaid    taxes. 

One   of   the    Bureau's    ongoing   problems    is    its    inability   to   put 
in    place    a    final    organization    plan.      The    Bureau   must    constantly 
realign    the   staff    in    response    to   either    the   demands    set   by  other 
transferring   departments,    budget    restrictions,    or    both.      Until 
such    time    as    this    problem    is    resolved,    either    by  a    decrease    in 
workload    or    by  a   budget    sufficient    to    meet    the    service    demands, 
the    Bureau   will    be   unable    to    produce   maximum   revenues. 

For    fiscal    year    1985-86,    the    Bureau's   workload    increased 
dramatically.      The   staff   was    reorganized    for    maximum   productivity 
within    its    budgetary   restrictions.      Collections    increased   35 
percent    over    the   prior    fiscal    year,   with    the    cost    of   collection 
at    11    percent . 

As    of   6/30/86,    the    Bureau   had    106,952    delinquent   outpatient 
bills    from    San    Francisco    General   Hospital.      Resources   within    the 
unit   were  not    sufficient    to   effectively   process    them.      This 
problem  hopefully  will    be   resolved   within    the  next    fiscal    year. 

The  Bureau's  MBO  objective  was  to  maintain  85%  collection 
effectiveness  of  the  prior  fiscal  year.  This  goal  was  in  fact 
exceeded,    as    shown   below: 


Amount    Collected    - 
Delinquent    Accounts 

Direct    Payments 
to   SFGH 

Amount    Collected    - 
Escrow  §    Bankruptcy 

TOTAL    COLLECTIONS 


Actual 
Objective 

Actual 
Object  ive 

Actual 
Objective 

Actual 
Objective 


$2,278,945 
1  ,400,000 

2,136,950 
1  ,200,000 

804  ,103 
900,000 

$5,219,998 
3,500,000 
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DELINQUENT 
REVENUE 


No.  of  COLLECTIONS 
in  THOUSANDS  (000) 


DOLLARS  COLLECTED 
in  MILLIONS  (000,000) 


32  82-83  83-84  84-85  85-86 
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License    Section 

The    License    Section    is    the    central    area    for    the    collection 
of    fees    as    mandated   by  Part    III    of    the    Municipal    Code.      Those 
fees    provide    for    the    cost    of   inspections   by   the   Police,    Fire, 
Health    and   Public    Works    Departments,    and    are    collected    from    those 
people   engaged    in   business    in    San    Francisco   who   are   required   by 
law    to    obtain    a    permit    from    the    above   agencies.      In   addition,    the 
section    administers    the   residential    parking   program,   which   has 
expanded    from    12    to    16    areas.      These    areas    are    established  by    the 
Board   of   Supervisors.      The   section    interprets    the   ordinance 
governing    the    eligibility   of    the   applicant,    the    collection    of   the 
required    fees   and    the    issuance   of   permit    stickers.      The    issuance 
of   dog   licenses,    although    it    produces    modest    revenue,    represents 
a    significant    collection    responsibility. 

All    program   objectives   were   met    at    the    current   level    of 
staffing  with    the   aid   of  seasonal    workers   and    summer    youths, 
despite    time-consuming    issuance    and   renewal    activities    for    both 
parking   permits   and   dog   licenses.      The   objectives   were   as    follows: 

1)  To    provide    the    Investigation    Section   with    a    list    of  all 
delinquent   apartment   house   license   renewals    by   2/15. 

2)  To   maintain    or    reduce    the    current    rate    of   delinquent 
1 icenses . 

3)  To    investigate    all    questionable   stickers   referred   by   the 
public    or    traffic    control,    cancelling    those    in    illegal 
use  . 

4)  To    process    100%   of   licenses    or    permits   within    30 
calendar    days    after    respective    deadlines    or    expiration 
dates  . 

5)  To    file   100%   of   licenses    or    permits    within   45    calendar 
days   after    respective    deadlines    or    expiration    dates. 

6)  To   reconcile    file    changes/payments   within    20    days    of   the 
end   of    the   month. 

The    License    Section's    revenue    forecast    for    1985-86    was 
$5,385,000.      The    total    actual    amount    collected  was    $5,555,753, 
which    is   an    increase   of   $170,753    over    the    forecast.      The 
increased   amount    can   be   attributed    to    the    escalation    in    fees    and 
the   collection   of  penalty   payments    for    the   Health   and    Fire 
Department    licenses.      The  new   parking   areas   have    also   added   an 
additional    $115,141    to    the   revenue    collected.      Due    to   an    archaic 
system   of  record  keeping   and   a   manual    system    for    entering 
receipts,    there  was    some    confusion   and   delay   in    the   administering 
of   dog   licenses.      Nevertheless    the   30-day    timeframe   was    met. 
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There   was    a    marked    increase    of   76%    for    dog   licenses   because    of 
the   spillover    from    1984-85.      The   revenue    for    dog   licenses   was 
$118,240. 

A   slight    increase    in    total    revenue    is    anticipated    for    the 
coming    fiscal    year,    as    the    Bureau   will    take    on   approximately 
1,000    additional    Health    Department   hazardous    materials    accounts, 
and    close    to    100   new  PediCab    accounts    for    the   Police    Department. 
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Investigation    Section 

The    Investigation    Section    conducts    field    investigations 
essential    to   assure    compliance   with    the    tax   codes   and   ordinances 
governing    the   office   of    the    Tax   Collector.      The    section   makes 
these    investigations    for    the   other    sections    in    the   Tax 
Collector's    Office.      For   example,    Investigations    surveys    large 
office   buildings   and   construction    sites    to   ascertain    that   all 
businesses    are   registered    for    business/payroll    taxes.      Likewise, 
it   assists    the    Legal    Section    in    preparing   court    cases   by 
compiling   reports    and   serving  necessary   legal    documents.      The 
section    also   prepares    documentation   and   sues    in    Small    Claims 
Court    on   business,    parking   and  hotel    taxes    of    $1,500    or    less,    as 
well    as    on   all    apartment   house   and   hotel    license    fees. 

Investigations    increased    the   revenue    it    collected    for    every 
year    of   the    last    five.      The    collection    this    year    was    more    than 
that    of    the    first    two    years    combined   of    the    five-year    report. 
There   was    a    decrease    in    the   number    of    field   calls    for    the   past 
two    years.      This   occurred    primarily  because   more    investigators 
were   used    in    real    estate    collection. 

A  new   program  has   been    instituted    in    the    department.    This 
program   requires    the    field    investigators    to    spend   one   day  a   week 
surveying    the    large  buildings    and    complexes    in    their    districts    to 
assure    that   all    businesses    are    in    compliance   with    the    Business 
Tax   and   Payroll    Tax    Ordinance.       (Unfortunately,    a    side   effect    of 
the  new   program  will    be   a    further    decrease    in    the   number    of   field 
cal  Is  .  ) 

Of    the    five   years,    the    current    fiscal    year    is    the   only  one 
in   which    the   number   of  accounts   at    the  beginning   of    the    year 
exceeded   the  number    remaining   at    the   end   of   the   year.      A  diligent 
effort    is   being  made    to    close    all    accounts    that    are   uncollectable 

The    Investigation    Section   set    the    following   MBO  objectives. 

1.  To   make    follow-up   contact    on    all    delinquent   accounts    in 
excess    of   $400.00   within    one   year    of   receipt.      This 
objective  was    met    this    past    fiscal    year    by  accelerating 
the   summary   judgment    program. 

2.  To  notify  by  mail    701   of    taxpayers   with    delinquent 
accounts    of   $400.00    or    less.      The   section    exceeded   this 
objective  by  notifying   851   of    this    group  of   delinquent 
taxpayers . 

3.  To   have    two   percent    of  all    field    investigations   reviewed 
by  supervisory    personnel    through    taxpayer    contact.      The 
section   met    this    objective. 
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5. 


To   maintain    the    current   number    of    field   calls.      This 
objective   was    not   met,    because  more    than    the   expected 
number    of   investigators   were   used    in    Real    Estate 
Collection.    In   addition,    one    field    investigator   was 
assigned    to   an    inside   duty    for    most    of   the   year.      An 
adjustment   will    be   made    in    the   number   of  budgeted    field 
calls    for    the   new    fiscal    year. 

To   register    for    business/payroll    taxes    at   least    1,000 
unregistered   contractors   doing  business    in    San 
Francisco.      This    target   was    met. 


There  were    two   situations    that   had   profound   effects    on    the 
section,    positive    and  negative.      The   negative    effect  was    due    to 
circumstances   beyond    the    control    of   the   division.      One   district 
was   not    covered    for    six   months.      This    caused   a    deficit    in    the 
number    of   cal Is  . 

On    the   positive    side,    a    new   program  was    instituted  which 
called    for    the    filing   of   suits    immediately   on   apartment   houses 
that   are   delinquent    for    three    or    more   years.      As    a    result, 
$25,000   has   been    collected    since    February   of    this    year. 
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Legal    Sect  ion 

The    Legal    Section's    primary   f 
collection   of   delinquent    monetary 
Collector    among   the   various    operat 
these   accounts    are   delinquent    tax 
Business    Taxes    Section   and  medical 
the    Bureau   of    Delinquent    Revenue, 
utilizes    a    wide    ranging   array   of   c 
enforce    payment    of    these    claims,    i 
the   civil    suit   against    the   debtor, 
collect    $1,000,000    in    delinquent    r 
Section    exceeded   that    goal    by   171% 
collection   of    $1,728,365,    a   record 
division.      With    respect    to    its    sta 
collections,    the    Section    is   making 
reporting   delinquent    revenue    colle 
aid    liens    which    the    Section    procur 
are   now   reported   along  with    the   pr 
paid.      Only    the    proceeds    from    Lega 
indigent    aid    liens   held   by   the    Sec 
on    the    patient's    personal    injury   1 
Section's    collection    statistics, 
willing    to   make   voluntary    installm 
claim    those   amounts    are   reported   b 
holding    the    claim.      Payments    from 
Delinquent    Revenue    in    either    a    dec 
reported    in    the   same   way.       In   both 
collected   are  not    reported   by   Lega 
Section    assisted   by   preparing    the 
debtor's    attorney.      The   account   wi 
Section    only    if    the    debtor    either 
schedule    or    fails    to   honor    the    cla 


unction    continues    to   be   the 
claims   held   by    the    Tax 
ing   sections.      The  majority   of 
obligations   referred   by    the 
-hospital    claims    referred    from 

Although  the  Legal  Section 
ivil  creditor  procedures  to 
ts    principal    collection    tool    i; 

Its    MBO  objective    is    to 
evenue    annually.      The    Legal 

when    it    reported   total    annual 

high    collection    for    this 
tistical    reports    of  monetary 

a    change    in    the    criteria    for 
cted.      All    voluntary    indigent 
es    in    settlement    of   litigation 
oceeds    from   those    liens   when 
1    Section's    litigation, 
tion,    and   hospital    lien    claims 
itigation    are   reported    in    the 
When    the   account    debtor    is 
ent    payments    on   a    delinquent 
y   the   respective   division 
a    claim    filed   by    the    Bureau    of 
edent    or    bankruptcy   estate   are 

situations,  the  amounts 

I  Section    even    though    Legal 
documents    or    contacting    the 

II  be    transferred    to    Legal 
defaults    on    the    payment 

im   against   an    estate. 


To   accomplish    these    objectives,    Legal    Section    is    supervised 
by  a    class    8190   Tax   Collector   Attorney  who    is    assisted   by  one 
class    8173    Legal    Assistant    and    two    class    1458    Legal 
Stenographers.       In   addition,    the    Section    fully  utilizes    the   Wang 
OIS-50   word-processing   system.      The   Wang   OIS-50   was    installed 
near    the   end   of   the   preceding   fiscal    year. 

After    an    initial    period   of    familiarization    and    creation    of 
extensive  word-processing   libraries,    the    Section   was    able    to 
fully  utilize    the   OIS-50    in    its    litigation    program   during    the 
entire    fiscal    year.      With    the   aid   of   the   8173    Legal    Assistant   who 
successfully   passed    probation,    the    Section    litigated   several 
large   hospital    claims    in    Superior    Court.      Each    of   these   cases, 
with   one   exception,    resulted    in   either   a    judgment    in    favor    of    the 
City   for    over    $100,000    or    an    out-of-court   settlement    that  was 
reached    in    the    judges'    chambers   before    the   start    of    trial. 
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During    this    same    period,    the    Section   was    also   active    in 
litigating    cases    from    the    Business    Tax    Section:      Legal    Section 
tried   a    case    against   a    limited    partnership    to    the    Superior   Court 
on    the    theory   that    the   partnership  was    engaged    in    the  business    of 
selling   and    developing   real    estate   within    the    meaning   of    Section 
1002.15    of   the    Business    Taxes    Ordinance   and    therefore    liable    for 
unpaid   business    taxes.      The    trial    resulted    in   a    judgment    for    the 
City  which    the   defendant    paid.      The    legal    research   and   the 
experience   of   obtaining    the    documents   necessary    to   support    the 
City's    successful    tax   case   were   applied    in    several    other    cases 
alleging    liability   as    a    subdivider    developer.      This    litigation 
and   collection   activity,    which    was    possible   only  with    the 
assistance    of  an   experienced    Legal    Assistant    and   a    fully 
operational    word-processing   system,   materially   contributed   to    the 
volume   of   delinquent    revenue    collected   by    Legal    Section. 
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Parking    Meter    Section 
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administers    the    collection, 

g   of  all    parking  meter    revenues 

for    those   under    the   Port 
ction    compiles    and   analyzes    the 
le    from    these    collections    for    the 

to    the   City  and   County  while 
is    activity.      The    Tax   Collector's 
lection   as   well    as    the   sorting, 
e    funds   with    private    firms    under 
ition    "J").       For    fiscal    year 
e   advantage    of   rollover    provisions 
us   year,   which    allowed   the   City   to 
ar 's    price    for    these   services, 
rity   Services    Inc.    retained   the 
s    Inc.    continued    to    count   and 


ction   also   co-ordinates    the   exchange    of   information 
g   between    the   several    city   departments    that    share 
ities    for    the   City's    parking  meter    system.      The 
ks   with    the    traffic    division    of    the    Department    of 
s,   which   makes    the   decisions    as    to   where   parking 
be    installed    or    removed;    the    Department    of 
,   which    actually    installs    and  maintains   meters;    the 
rtment,    which    provides    security    for    the   meters    and    the 
the   Parking   Authority,   which    provides    the    funds    to 
maintenance    as   well    as    the    costs    of    the    contracts    for 
d   collection    from   their    share   of   the   meter    revenues. 


The   City   and   County  had    17,075    meters    divided  between 
streets    and    parking   lots    at    the   beginning  of   fiscal    year 
1985-86.      That   number    grew  very  slowly   during    the    fiscal    year    to 
17,547    at    the   year's    end. 

The   section   had   the    following   Management   by   Objective   goals 
which    it    met    in    fiscal    1985-86. 

1)  To   monitor    collection/counting   contracts    on   a   monthly 
basis    to    increase    cost    effectiveness.      The    division 
achieved   a    cost    to    collection   ratio    of  under    6%. 

2)  To   monitor    collection   routes    through    random   surveillance 
within   all    zones    on   a   monthly  basis. 

3)  To    conduct   surprise  quarterly    inspections    and 
inventories    of  all    collection    equipment   and   counting 
facilities . 
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king  meter    section    saw    the    completion    of  what   had 
ear    project    for    the   replacement    of   obsolete    locks    and 
iate  key   system    for    the   City  and    County's    13,000    plus 
s.      The   Parking   Authority    funded    the   project    which 
out   by    the    Department    of    Electricity    to   a    design   made 
ng   Meter    Section.      New  high-security   locks,    installed 

that    provides    a   maximum   of    internal    security   plus 
e    of   greater    financial    accountability,    replaced   locks 
er    had    the   security    for    which    they  were    purchased, 
ulted    in    a   halt    to    the    gradual    decline    in    parking 
es    over    the    past    few   years. 


Parking   Meter    Income    grew    in    1985-86,    a    reversal    of  a    two 
year    trend.       It    did  not    increase    as   much    as    the    division 
anticipated   because   of   construction    difficulties    in    connection 
with    the    largest    of    the    parking   lots. 
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SYNOPSIS 

The  Office  of  Treasurer  of  San  Francisco  is  an  elective 
office  which  has  been  in  existence  since  1850.  In  fact,  during 
the  period  from  18S0  to  1856  there  were  two  Treasurers  -  one  for 
the  City  and  one  for  the  County,  since  prior  to  1856  San 
Francisco  County  embraced  nearly  all  of  San  Mateo  County. 
Following  the  Consolidation  Act  of  1856,  San  Francisco  became  a 
combined  City  and  County.  We  are  the  only  combined  City  and 
County  in  the  State  of  California.  The  Treasurer  is  basically 
the  banker  and  investment  officer  for  the  citizens  of  San 
Francisco.  In  July  of  1979  a  Charter  amendment  added  the  office 
and  duties  of  Tax  Collector  to  the  responsibilities  of  the 
Treasurer.  The  following  report,  dealing  specifically  with  the 
fiscal  year  ended  June  30,  1987,  contains  comparative  statistics 
and  information  covering  the  past  five  years  of  investment 
activity  and  five  years  of  tax  collector  revenues. 

In  managing  the  investment  functions  and  day- to-day 
operations  of  a  cash  management  program,  the  Treasurer  is 
responsible  for  an  overall  portfolio  which  is.  at  the  present 
time,  slightly  in  excess  of  $1  Billion.  In  administering  this 
portfolio  the  basic  objectives,  in  order  of  priority,  are  1)  the 
preservation  of  capital,  2)  availability  of  funds,  and  3)  yield 
(favorable  return  on  investment  without  undue  compromise  of  the 
first  two  objectives).  We  are  guided  in  our  choice  of  investment 
by  the  California  State  Government  Code  which  allows  for  a  fairly 
wide  range  of  investment  alternatives,  such  as  Time  Deposits  in 
banks  and  savings  and  loan  associations.  Negotiable  Certificates 
of  Deposits.  U.S.  Treasury  Bills,  Notes  and  Bonds,  various 
Federal  Agencies  issues.  Bankers  Acceptances  and  Commercial 
Paper.  Strictly  excluded  from  allowable  investments  are  such 
things  as  real  estate  and  common  stock. 

Each  month  the  entire  portfolio  is  "marked  to  market".  This 
report  and  other  details  of  performance  activity  and  results  are 
submitted  to  the  Mayor  and  the  Board  of  Supervisors.  Return  on 
investment  is  among  the  highest  in  the  State  and  the  portfolio 
reflects  the  highest  quality  of  investment  alternatives.  We  are 
proud  of  our  accomplishments  over  the  past  five  years,  having 
earned  over  $539  Million  with  full  liquidity  and  safety  of  all 
funds . 
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In  managing  the  cash  flow  of  the  City  and  County  the 
Treasurer  works  closely  with  all  departments  to  assure  that  all 
funds  due  are  received  and  deposited  as  quickly  as  possible.  In 
order  to  accomplish  this  the  Treasurer  has  negotiated  contracts 
with  various  banks  for  such  things  as  lockbox  and  credit  card 
services.  The  Treasurer's  office  disburses  cash  for 
approximately  2.3  million  warrants  issued  by  the  Controller, 
amounting  to  over  $2  Billion  each  year.  It  should  be  noted  that 
the  Treasurer's  office  does  not  issue  warrants,  nor  have  any 
control  over  the  budget  approvals  or  expenditures.  We  make  6ure 
the  cash  is  available  to  honor  warrants  issued  to  cover  approved 
expenditures.  In  addition,  we  receive,  verify  and  pay  all 
matured  general  obligation  bonds  and  coupons  amounting  to  almost 
$31  Million  per  year. 

The  tax  collection  responsibility  of  the  Treasurer  includes 
the  collection  of  Real  Estate  Taxes,  numerous  Licenses  and 
Permits,  Business  Taxes,  Investigations,  Parking  Meters,  and  the 
collection  of  Delinquent  Accounts  due  to  other  City  departments. 
Annual  revenue  collections  have  increased  from  $519  Million  to 
$738  Million  over  the  past  five  years.  Substantial  detail  on  the 
tax  collection  activities  is  provided  in  the  body  of  this  report. 

In  summary,  the  Treasurer  collects,  protects  and  maximizes 
return  on  all  funds  due  to  the  citizens  of  the  City  and  County  of 
San  Francisco. 

ORGANIZATION  AND  BUDGET 

Very  briefly,  the  organization  appears  as  follows: 

TREASURER 
j 
Chief  Assistant  Treasurer      Tax  Administrator 

Deputy  Tax  Administrator 
Treasury  Division 

Cashier  Property  Tax 

Bonds  &  Coupons  Business  Tax 

Audits 
Chief  Investment  Officer  Licenses  &  Permits 

Parking  Meters 
Investments  Delinquent  Revenue 

Cash  Management 

The  Treasurer-Tax  Collector  Department  had  an  authorized 
budget  of  $6,313,077  for  the  fiscal  year  1986-87,  with  a  total  of 
143  positions.  An  Administration  Division  provides  centralized 
support  services  to  the  programs  and  activities  of  the 
Treasurer-Tax  Collector  Department.  Goals  and  achievements  of 
the  various  divisions  are  detailed  in  the  following  pages  of  this 
report . 
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TREASURY  DIVISION 

The  Treasury  Division  consists  of  two  sections  -  a  Cashier 
Section  and  a  Bonds  and  Coupons  Section.  The  Division's  goal  is 
to  account  for  receipts  of  all  funds  deposited  by  City 
departments,  redemption  of  Controller's  warrants  and  the 
disbursement  of  funds  for  other  legal  obligations. 

The  Treasury  Division  also  accepts  various  assets  such  as 
securities,  deposits,  bail  bonds  and  miscellaneous  assets  from 
departments  and  holds  them  in  a  special  custody  safe.  These 
items  were  held  in  joint  custody  with  the  Controller,  reguiring 
representatives  of  both  departments  to  accept  or  surrender  these 
assets  from  the  various  departments.  A  change  in  the  San 
Francisco  Administrative  Code  (Section  10.81-1)  was  approved  in 
March  1986.  making  the  Treasurer  solely  responsible  for  these 
items  and  authorizing  the  Treasurer  to  establish  rules  and 
regulations  for  the  safe  custody  of  all  money  and  property  in  her 
possession  or  under  her  control.  As  a  result  of  this  change  a 
special  PC  program  has  been  established  to  record  all  necessary 
information  on  these  items  as  well  as  regular  written  contact 
with  the  various  departments  involved  concerning  current  activity 
and  status  of  the  assets. 

The  Controller's  Internal  Audits  Division  routinely  examines 
the  activities  of  the  Treasurer's  office  including  monthly 
verification  of  cash  on  hand.  In  addition  an  outside  major 
accounting  firm  audits  our  activities  in  connection  with  the 
publication  of  the  Controller's  Annual  Financial  Statements. 

The  Treasurer  also  works  with  the  Controller.  Legal  Counsel, 
Financial  Advisors  and  other  departments  in  connection  with  the 
issuance  c^f  various  bond  issues.  During  fiscal  year  1986-87  no 
major  bond  issues  were  sold:  however,  plans  were  made  to  refund 
Water  Revenue  Bonds  (Series  of  1985)  and  issue  Fire  Protection 
General  Obligation  Bonds  authorized  by  the  voters  in  November  of 
1986. 

Additional  responsibilities  include  absent  heir  deposits  and 
payments  pursuant  to  State  Probate  Code  1060;  processing  and 
reconciling  street  improvement  deposits  and  payments  authorized 
under  the  1934  Street  Improvement  Ordinance;  and  Trustee  duties 
in  connection  with  deferred  payment  settlement  trust  funds 
resulting  from  large  claims  against  the  city. 

Cashier  Section:  This  section  is  responsible  for  the  receipt  of 
all  City  and  County  moneys  and  checks  either  through  direct  bank 
deposits,  lockbox  operations  or  Treasurer's  receiving  window; 
payment  of  all  Controller  warrants  through  our  Clearing  House 
bank  and  also  through  Cashier  windows;  reconciliation  of  the 
above  receipts  and  disbursements  with  total  cash  on  a  daily 
basis;   daily  and  monthly  reconciliation  of  Treasurer  checking 
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accounts;  and  daily  input  and  detailed  reconciliation  to  FAMIS 
(Financial  Accounting  and  Management  Information  System) 
reports.  All  checks  received  through  the  Treasurer's  Receiving 
window  are  encoded  and  microfilmed  before  deposit  to  the  bank. 
Internal  control  is  achieved  by  division  of  duties  between 
receiving  cashier,  vault  cashier,  paying  cashiers,  reconciliation 
cashiers  and  clerks,  and  the  accountants. 

The  primary  objective  of  the  Cashier  Section  is  to  "process 
and  account  for  the  receipt  of  collections,  departmental  deposits 
and  disbursements  made  through  the  Cashier  by  the  close  of  the 
same  business  day".  The  Cashier  unit  accomplished  this  objective 
during  the  fiscal  year  and  was  pleased  to  find  that  the  major 
modification  which  started  in  1979-80  to  gradually  change 
Controller  warrants  from  hard  tabulating  cards  to  soft  encoded 
warrants  was  finally  completed.  Some  payroll  warrants  and  social 
services  warrants  had  still  been  issued  as  hard  tabulating  card 
warrants.  This  dual  system  had  created  a  more  complex  daily 
reconciliation  of  disbursements  with  payments  to  our  Clearing 
House  bank. 

2.268,000  warrants  were  processed  in  1986-87.  approximately 
233,000  more  than  last  year. 

Total  receipts  amounted  to  $2,368,040,000  while 
disbursements  totaled  $2,492,537,000.  resulting  in  a  June  30, 
1987  cash  and  eguity  balance  of  $957 , 184 , 000 . 

Since  the  arrival  of  the  NCR  Remittance  Processing  System  in 
November.  1980,  the  Cashier  Section  personnel  have  become 
involved  with  the  encoding  of  deposit  checks  for  direct 
remittance  to  various  banks.  This  process  provides  earlier 
investments  of  funds  for  higher  interest  earnings  for  the  City. 
In  September.  1982.  the  Cashier  Section  personnel  expanded  the 
usage  of  the  NCR  Remittance  Processing  System  to  include  encoding 
all  Controller  warrants  redeemed  by  our  cashiers,  and  processing 
mutilated  warrants  from  our  Clearing  House  bank  to  create  a 
computer  tape  of  encashed  warrants.  This  encoding  and  tape 
creation  process  was  previously  done  by  Controller's  1SD 
personnel.  This  tape  created  in  our  office,  together  with  the 
tapes  provided  by  the  Clearing  House  bank  for  Controller  warrants 
redeemed  through  the  bank,  is  entered  into  the  Warrant 
Reconciliation  System  as  our  daily  encashed  warrants.  As  the 
warrant  reconciliation  process  is  revised  to  be  more  efficient, 
our  personnel  are  ready  and  willing  to  adapt  to  the  changes  with 
the  new  problems  and  perform  in  a  competent  manner. 

Bond  and  Coupon  Section.  The  Bond  and  Coupon  Section 
receives,  verifies  and  pays  all  matured  bonds  and  coupons  either 
locally  or  through  Citibank  as  fiscal  agent  in  New  York  City. 
The  objective  is  "to  complete  the  redemption  of  all  bonds  and 
coupons  on  date  of  maturity".   With  the  limited  staff  of  one  Bond 
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and  Coupon  Supervisor  and  one  Clerk,  only  persistent  hard  work 
enabled  this  unit  to  fulfill  this  objective.  67.682  bonds  and 
coupons  were  redeemed  in  the  total  amount  of  $30,370,759.  All 
bonds  and  coupons  presented  were  promptly  paid.  This  section 
also  registers  and  re-registers  general  obligation  bonds.  This 
year  there  were  37  transactions  involving  326  bonds. 

INVESTMENT  DIVISION 

The  goal  of  the  Investment  Division  is  "to  administer  and 
control  the  investment  of  all  moneys  in  the  Treasurer's  custody 
that  are  not  required  for  payment  of  current  obligations  for  the 
purpose  of  maximizing  interest  income  while  preserving  the 
liquidity  and  safety  of  the  principal",  with  the  objective  "to 
maintain  all  surplus  funds  in  investments  which  exceed  the  rate 
earned  by  the  State  Local  Agency  Fund". 

In  1986-87.  the  above  goal  and  objective  were  met  with 
tremendous  success  by  the  cash  management  and  investment  staff. 
In  1986-87  total  interest  received  amounted  to  $97,555,624  with 
an  annual  earned  yield  of  9.73%  as  compared  to  $117,208,895  and 
11.06%  for  1986-87.  This  was  again  a  tremendous  accomplishment  in 
light  of  the  sharp  decline  in  interest  rates. 

The  unappor t ioned  interest  received  from  pooled  funds  in 
1986-87  totaled  $90,939,479  with  an  annual  yield  earned  of 
10.008%  as  compared  to  $104,732,258  and  10.828%  for  1985-86.  For 
1987-88,  targets  have  again  been  projected  downward  to  reflect 
the  continued  volatility  in  interest  rate  conditions.  The  average 
rate  of  returh  of  9.730%  exceeded  the  average  rate  earned  by  the 
State  Local  Agency  Fund  of  7.435%  and  the  average  effective 
Federal  Funds  rate  of  6.340%. 

The  Investment  Division  employs  a  specilalized  computer 
system  "Moneymax",  Electronic  financial  services-  "telerate",  Dow 
Jones  Capital  Markets,  Technical  Data,  the  Money  Market  Observer 
and  other  institutional  data  banks.  In  addition,  direct  wire 
lines  are  maintained  by  investment  houses  (primarily,  government 
dealers),  which  enable  the  Chief  Investment  Officer  to  maximize 
interest  income  and  earned  interest  yield  as  reflected  in  the 
schedule  of  Portfolio  Statistics.  The  installation  of  a  personal 
computer  (PC)  along  with  an  appropriate  modem  allows  the 
investment  staff  to  retrieve  daily  bank  balances  and  supporting 
reports.  Further,  the  PC  is  able  to  produce  financial  reports  to 
enable  the  Treasurer's  staff  to  review  trends  and  results  and 
assist  in  future  investment  decisions. 

The  implementation  of  direct  bank  deposits  during  the  early 
1970's.  whereby  departments  deposit  their  receipts  directly  to 
local  branches  of  Bank  of  America,  the  City  and  County's 
concentration  bank,  continues  to  accelerate  cash  flow  into  the 
Treasury.  Lockbox  procedures  are  in  effect  for  processing  invoice 
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receipts.  Municipal  Court  parking  and  traffic  citation  receipts. 
Tax  collection  receipts  and  other  City  department  receipts  are 
received  for  processing  through  an  NCR  Remittance  Processing 
System  for  direct  bank  remittance.  These  procedures  provide  early 
deposit  of  receipts  plus  reduced  bank  charges. 

The  Investment  Staff  continually  monitors  and  invests  all 
funds  that  flow  through  the  remittance  processing  system  by 
electronic  access.  All  funds  are  transferred  by  Fed-wire  to  the 
concentration  account  for  Controller  disbursement  or  Treasurer 
investment . 

Besides  the  aforementioned  procedures.  credit  cards  are 
accepted  for  payment  of  Traffic  fines,  towing  and  storage  fees, 
and  misdemeanor  bails  which  has  resulted  in  the  reduction  of  bad 
checks,  acceleration  of  payments  and  immediate  availability  of 
funds  for  investment.  In  addition  to  the  investment  of  those 
funds  mentioned  above,  the  Investment  Division  also  invests  funds 
received  from  the  Transit  Impact  Fee.  The  fee  is  collected  from 
developers  of  new  commercial  space  within  the  City's  downtown 
area.  Pursuant  to  a  court  order,  and  until  completion  of  all 
court  proceedings,  funds  are  invested  in  ninety  (90)  day  Treasury 
Bills.  As  of  June  30.  1987.  the  balance  of  these  fees  totaled 
$35,665,574. 

The  position  of  Cash  Manager,  which  was  created  during 
Fiscal  Year  1979-80  based  on  the  recommendation  of  the  Mayor's 
Fiscal  Advisory  Committee,  was  staffed  for  the  entire  fiscal  year 
reducing  the  burden  of  the  Chief  Investment  Officer.  The  Cash 
Manager's  primary  responsibilities  include:  compliance  of  the 
Charter  mandate  that  all  revenues  deposited  with  City  departments 
are  received  and  receipted  in  the  Treasurer's  Office  by  the  next 
business  day;  analyzes  cash  flow  throughout  the  City  and  develops 
a  cash  flow  system;  initiates  and  modifies  cash  flow  procedures; 
establishes  and  maintains  banking  relationships;  advises  and 
makes  recommendations  to  City  and  County  department  personnel 
regarding  cash  management  procedures  and  policies;  and  assists 
the  Chief  Investment  Officer  in  administering  cash  management  and 
investment  policies. 

Extended  use  of  these  various  procedures  to  other  programs 
is  an  ongoing  process  and  continues  to  increase  revenues  and 
provides  improved  taxpayer  assistance  while  containing  costs. 

The  South  Africa  Divestment  Ordinance,  effective  March  10. 
1986.  had  been  anticipated  by  the  Treasurer  and  Investment 
Division  staff  and  conseguently.  there  were  no  investments  in  the 
portfolio  which  were  in  conflict  with  the  City's  divestment 
policy.  Subseguent  to  the  enactment  of  the  ordinance.  all 
financial  institutions  were  sent  appropriate  affidavits  to 
comply  with  the  ordinance  provisions.  All  institutions  with  City 
deposits   have   returned   signed   affidavits.   Additionally,   all 
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financial  institutions  were  sent  appropriate  affidavits  to 
comply  with  the  ordinance  provisions.  All  institutions  with  City 
deposits  have  returned  signed  affidavits.  Additionally.  all 
financial  transactions  are  reviewed  to  be  sure  that  we  are  in 
compliance  with  the  ordinance. 
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TAX  COLLECTION  DIVISION 

The  office  of  the  Tax  Collector  receives  and  deposits  all 
monies  for  taxes,  licenses  and  other  fees  due  the  City  and  County 
under  the  direction  of  the  Treasurer.  in  accordance  with  the 
provisions  of  the  Charter  and  the  City's  Administrative  Code.  It 
also  provides  the  collection  of  delinquent  accounts  for  other 
City  departments.  In  order  to  be  effective  this  work  requires 
coordination  with  other  aqencies  of  the  City  and  County,  the 
Board  of  Supervisors  and  the  State  of  California,  as  well  as 
other  tax  administrators  and  policy  bodies. 

The  office's  overall  qoal  is  to  provide  an  equitable  and 
efficient  collection  of  property  taxes,  business  taxes,  licenses, 
and  parking  meter  revenues  in  accordance  with  State  law  and  City 
ordinances,  and  at  the  same  time  maximize  the  investment  return 
by  expeditiously  processing  and  depositing  receipts. 

The  Tax  Collector  supervises  eight  operating  sections: 
Cashier,  Real  Estate.  Business  Taxes  and  Audits.  Delinquent 
Revenue  Collection.  Investigation.  Legal,  License  and  Parking 
Meters.   The  sections  have  the  following  basic  goals: 

1.  To  provide  centralized  administrative  services  for  the 
department  and  support  services  to  divisional  program  activities. 

2.  To  provide  for  the  centralized  collection  of  secured  and 
unsecured  property  taxes  for  local  government  taxing  agencies 
within  the  City  and  County  of  San  Francisco. 

3.  To  maintain  a  post  audit  program  to  determine  the 
accuracy  of  taxpayer  reports  and  to  levy  additional  taxes  if  the 
audit  indicates  an  underpayment. 

4.  To  administer  and  collect  the  Business  Tax.  the  Payroll 
Expense  Tax,  Parking  Tax.  Utility  Tax.  Stadium  Admission  Tax.  and 
Transient  Occupancy  Tax. 

5.  To  provide  for  the  centralized  collection  of  accounts 
delinquent  in  excess  of  90  days  for  all  City  and  County 
Departments  except  those  under  the  jurisdiction  of  the  Public 
Service  Enterprises,  and  to  provide  for  the  resolution  of  all 
delinquent  taxpayer  accounts. 

6.  To  collect  fees  for  Licenses  and  Permits  which  are 
required  by  Municipal  Code.  Part  III;  to  collect  the  Dog  License 
Fees;  and  to  determine  eligibility  for  preferential  parking 
permits  in  selected  residential  areas  and  collect  fees  for  same. 

7.  To  administer  and  account  for  the  collection  of  Parking 
Meter  Revenues. 
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The  function  of  each  section  is  described  in  more  detail  in 
the  body  of  this  report.  Also  included  are  individual  program 
goal  statements  directed  towards  the  achievement  of  timely  and 
guality  public  service.  Together  they  express  the  main  objective 
of  the  Tax  Collector's  Office:  to  maximize  the  City  and  County 
services  and  functions. 

Highlights 

The  Real  Estate  division  again  processed  both  the  December 
and  April  collections  in  a  record  two  to  three  days  although  the 
NCR  remittance  processors  are  no  longer  operating  at  an  optimum 
due  to  age  and  obsolescence.  The  division  now  depends  on  this 
eguipment  to  handle  supplemental  and  escaped  assessment  bills  as 
well  as  the  regular  secured  and  unsecured  rolls,  licenses  and 
preferential  parking.  Supplemental  unsecured  collections  rose  by 
35%  to  $1,029,160  versus  $761,973  for  the  prior  year.  Total 
collections  rose  by  7.3%  for  a  total  of  $417,075,552  as  against 
$318,527,951  of  fiscal  1985-1986. 

The  Business  Tax  Section  repeated  its  successful 
performances  of  the  last  several  years.  Its  overall  collections 
rose  by  9.5%  for  a  total  of  $212,768,498  over  last  year's 
$194,316,717.  The  parking  Tax  accounted  for  a  significant  portion 
of  this,  with  a  collection  of  $20,043,251  over  $13,759,010  the 
previous  fiscal  year,  an  increase  of  45.7% 

The  Bureau  of  Delinguent  Revenue  increased  its  collections 
by  7.3%  over  those  of  the  previous  year  while  short  of  1632  man 
hours  due  to  staff  vacancies.  It  achieved  a  record  collection  of 
$185.25  per  man  hour,  an  increase  of  13.1%  over  the  previous  year. 

The  Legal  section  met  and  exceeded  its  goal  of  collecting 
$1,000,000  per  annum  by  22%.  It  collected  $1,219,650  for  fiscal 
1986-1987. 

The  Investigation  section  increased  its  number  of  field 
calls  over  the  previous  year  by  8.3%.  however  its  collections  did 
not  meet  those  of  the  previous  year  although  they  exceeded  those 
of  all  previous  years.  In  addition,  by  a  program  of  surveying 
large  office  buildings,  it  registered  for  business  and  payroll 
taxes  over  1000  previously  unregistered  businesses  and 
contractors . 

For  the  second  year  in  a  row,  the  Parking  Meter  revenues 
have  exceeded  that  of  the  previous  year.  At  the  same  time,  the 
cost  of  collecting,  counting,  depositing  and  accounting  for  that 
revenue  was  maintained  at  less  than  6%  of  the  collection.  The 
City  collected  $6,837,450.  an  increase  of  6.5%  over  the  previous 
year  . 
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CASHIER  SECTION 

The  Cashier  Section  receives  and  accounts  for  all  payment  of 
taxes,  licenses,  and  other  revenues.  This  includes  both  those 
payments  made  over  the  counter  in  cash  or  by  check  and  all 
payments  received  in  the  mail.  The  section  maintains  a  positive 
control  of  all  payments  by  a  system  of  numeric  identification  and 
microfilming  the  checks  connected  with  each  payment.  The  division 
balances  each  type  of  revenue  seperately  and  deposits  the  sum  of 
revenue  collected  with  the  Treasurer  daily. 

The  Cashier  Section  also  opens,  sorts,  and  processes  all 
mail  received  by  the  Tax  Collector's  Office.  All  checks  with 
proper  supporting  documents  are  processed  immediately.  Checks 
without  proper  supporting  documents  or  which  need  verification 
are  kept  in  the  Cashier's  Check  Control  Section.  while 
photocopies  of  these  checks  are  sent  to  the  appropriate  tax 
division  for  examination  and  identification. 

The  amount  processed  by  the  Cashier  Section  increased  by 
$49,577,978.   in  fiscal   1986-87   for   a   total   of  $738,819,680. 
This   section   met   its  MBO  objective   in   the   number   of   items 
processed . 

Uniform  Sales  and  Purchase  Tax 

j 

The  State  of  California,  acting  since  1958  as  the  agent  of 
the  City  and  County,  collects  the  San  Francisco  Uniform  Sales  and 
Purchase  Tax  and  returns  revenues  minus  collection  costs  to  the 
City  and  County.  This  tax  provided  revenues  of  $73,231,917.  to 
the  City  and  County  in  fiscal  year  1986-87.  The  state  collected 
an  additional  $18,292,987  for  deposit  in  the  Local  Transportation 
Special  Fund. 
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SOURCES  OF  REVENUE 

TAX  COLLECTOR'S  OFFICE 

1986-1987 


Supplemental  Real  Estate  2.15% 


Unsecured  Personal  Property  6.02% 
Tax  Redemption  1 .74% 


Licenses  .79% 

Parking  Meters  .93% 

Utility  3.83% 

Parking  Tax  2.68% 


Business  Tax  2.08% 
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PROPERTY  TAX  SECTION 

The  Property  Tax  Section's  primary  responsibility  is  to 
collect,  record,  and  report  payments  of  secured  and  unsecured 
property  taxes  and  special  assessments. 

The  section  operates  in  two  units:  The  Real  Estate  Division  and 
the  Tax  Redemption  Bureau 

Real  Estate  Division 


Tax  collection  begins  with  the  mailing  of  tax  bills.  More 
than  215.000  regular,  escape  and  supplemental  tax  bills  were 
mailed  throughout  the  year.  The  biggest  mailing  was  in  October 
when  162,000  secured  property  tax  bills  were  mailed  two  weeks 
earlier  than  the  MBO  target  date  of  November  1.  More  than  39.000 
unsecured  tax  bills  were  mailed  throughout  the  year.  More  than 
15.000  supplemental  tax  bills  were  mailed  monthly  for  all  roll 
years.   The  mailings  were  handled  promptly  and  efficiently. 

In  1986-87,  the  Property  Tax  Section's  total  revenue 
collected  was  in  excess  of  $400  million  with  more  than  380,000 
payments  processed.  Payments  were  recorded  electronically  or 
manually  and  reconciled  promptly.  Collection  reports  were 
completed  timely  and  public  service  was  improved. 

The  public  made  more  than  45.000  inguiries  either  by  mail  or 
telephone  or  by  walking  into  the  Tax  Collector's  Office.  They 
reguested  duplicate  tax  bills,  explanations  of  the  tax  bills  and 
refunds  of  overpayments.  Assessor  and  assessee  errors  cause  roll 
corrections  which  result  in  either  taxes  to  be  paid  or  taxes  to 
be  refunded. 

All  MBO  objectives  were  met  and  are  as  follows: 

1.  To  complete  mailing  of   all   current  year   secured  tax 
bills  by  November  1. 

2.  To   process   within   three   days    all   secured   payments 
received  on  or  before  December  10  and  April  10. 

3.  To  post  and  reconcile  within  sixty  days  all  secured 
payments  received  on  or  before  December  10  and  April  10. 

4.  To   post   and   reconcile   within   forty-five   days   all 
unsecured  payments  received  on  or  before  August  31. 

5.  To  provide  a  listing  of  deliguent  unsecured  accounts  as 
of  August  31  to  the  Investigation  Section  by  October  15. 

6.  To   mail   100%   of   non-penalty  courtesy   letters  within 
seven  days  of  receipt  from  Cashier. 
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Tax  Redemption  Bureau 

This  Bureau  computes  and  processes  payments  of  prior  year 
delinquent  secured  property  taxes.  It  maintains  complete 
listings  and  accounting  records  of  prior  years  delinquent 
property  taxes,  penalties,  costs,  redemption  penalties  and  fees. 
It  also  maintains  complete  records  on  taxes  being  paid  under  the 
five  year  installment  payment  plan. 

In  1986-87,  5.430  parcels  were  fully  redeemed  with  a  revenue 
total  of  $12.S78,223.  An  online  automated  financial  system 
maintains  the  accounting  records  for  deliquent  taxes  outstanding 
and  collected.  The  system  provides  inquiry,  update  and  payment 
recording  features. 

The  bureau  handles  a  large  volume  of  telephone  calls  and 
correspondence  as  to  the  interpretation  of  the  State  Revenue  and 
Taxation  Code,  current  tax  status  and  computation  of  taxes  and 
penalties  from  the  general  public,  title  insurance  companies, 
mortgage  companies,  savings  and  loan  companies,  banks  and  tax 
service  agencies.  Its  effective  functioning  demands  a  close 
working  relationship  with  the  offices  of  the  City  Controller,  the 
Assessor  and  the  State  Controller. 

The  Bureau  also  prepares  lists  of  property  that  has  become 
tax-defaulted  and  of  tax-defaulted  property  subject  to  power  to 
sell.  In  compliance  with  State  Law,  the  Delinquent  List  was 
published  in  September  and  the  Notice  of  Power  to  Sell 
Tax-Defaulted  Property  was  published  in  June  both  in  local 
newspaper . 

Please  Note:  The  figures  included  in  the  Cashier  Collection 
report  and  those  in  the  Real  Property  statistical  report  do  not 
match.  The  figures  in  this  section  as  per  the  note  on  the  chart 
represent  the  amounts  as  adjusted  by  transfers,  duplicates  and 
overpayments.  The  figures  in  the  Cashiers  section  are  the  amounts 
as  originally  collected  and  before  adjustment. 
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BUSINESS  TAX  SECTION 

The  Business  Taxes  Section  is  responsible  for  the 
administration  of  the  Business  Tax.  Payroll  Expense  Tax.  Parking 
Tax.  Utility  Users  Tax.  Hotel  Tax  and  Stadium  Admission  Tax. 

Under  the  direction  of  the  Chief  Auditor,  the  duties  of  the 
division  are  divided  into  (1)  the  administration  of  the  various 
taxes,  and  (2)  the  audit  program. 

The  administration  of  Business  Taxes  involves  maintenance  of 
taxpayer's  files,  collection  of  taxes,  taxpayers  assistance  and 
other  related  duties.  Taxpayers  files  are  continuously  serviced 
to  maintain  the  current  status  of  each  taxpayer.  Currently, 
there  are  approximately  57.000  active  taxpayer  accounts 
registered  under  the  Business/Payroll  Tax.  In  addition,  there 
are  several  hundred  accounts  under  the  other  taxes. 

The  Business  Taxes  Division  does  not  actually  receive  and 
deposit  tax  payments  in  cash  or  by  checks,  but  it  must  scrutinize 
each  tax  statement  to  ascertain  the  accuracy  and  propriety  and 
provide  for  proper  accounting  fo  the  tax  receipts.  In  the  fiscal 
year.  24.000  tax  statements.  plus  almost  100.000  other 
transactions  were  processed. 

The  primary  function  of  the  audit  program  is  to  verify  the 
accuracy  of  tax  returns  and  to  promote  taxpayer  compliance  with 
the  tax  ordinances  and  regulations.  In  carrying  out  this 
function,  the  audit  staff  produced  $10,117,439  of  tax  deficiency 
billings.  The  extraordinarily  large  amount  of  tax  deficiency 
billing  is  due  mainly  to  the  $6,983,090  of  tax  deficiency  from 
the  audits  of  commercial  property  developers.  financial 
institutions  claiming  exemption  under  the  state  law.  bankruptcies 
and  other  deliquent  taxpayers.  The  collectibility  of  these  cases 
is  dependent  on  legal  and  legislative  interpretation.  It  is 
estimated  that  as  much  as  50%  of  these  billings  may  eventually  be 
uncollectible . 

The  Business  Tax  Section  divided  its  MBO  objectives  into  two 
areas  as  follows: 

1.  Business  Tax  Section: 


a.  To  maintain  or  reduce  the  number  of  delinquent  accounts 
to  be  transferred  to  the  Investigation  Section  for 
collection. 

b.  To  process  90%  of  the  tax  statements  received  by  March  1 
within  13  working  days. 

c.  To  send  out  determination  statements  to  all  delinquent 
taxpayers  before  July  1st  of  each  year. 
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d.  To  maintain  the  maximum  personnel  cost  per  transaction 
processed  by  the  Transportation  Control  Section  under 
$1.84. 

e.  To  resolve  90%  of  Cashier  inquiries  within  24  hours  of 
receipt . 

f.  To  test  Business/Payroll  Tax  instructions  on  non-Tax 
Collector  personnel  before  sending  them  to  the  taxpayer. 

2 .   The  Audit  Program: 

a.  To  achieve  a  recovery  rate  of  at  least  $180  per  hour 
audit  based  on  ordinary  billing. 

b.  To  produce  .07  audits  per  hour. 

c.  To  produce  a  ratio  six  times  the  recovery  to  cost. 
All  these  objectives  were  successfully  attained. 
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BUREAU  OF  DELINQUENT  REVENULE 

The  Bureau  of  Delinquent  Revenue  serves  as  the  official 
collection  agency  of  the  City  and  County  of  San  Francisco.  All 
departments,  except  the  Public  Utilities  Commission.  Department 
of  Social  Services,  Airport  and  Port  Commission,  are  required  by 
Section  10.38  of  the  Administrative  Code  to  report  all  accounts 
receivable  over  90  days  old  to  the  Bureau. 

The  Bureau  has  two  collection  functions.  First,  it  collects 
delinquent  account  receivables  referred  by  other  departments. 
Second,  it  submits  demands  and  credit  claims  to  escrows  and 
bankruptcy  court  for  unpaid  taxes. 

For  the  first  time  in  2  years,  the  Bureau  had  a  full  staff 
as  of  June  1.  1987.  The  collection  supervisor,  a  key  position, 
which  has  been  vacant  since  March  1986,  was  finally  filled  on  May 
11,  1987.  Two  Class  4306  Collection  Officer  positions  vacant 
since  January  1987  were  also  filled  in  May  1987.  Although,  the 
City  saved  approximately  $50,000  in  salaries,  the  Bureau 
estimates  that  the  City  lost  a  minimum  of  $540,000  in  revenues 
that  has  become  uncollectible  because  of  the  Bureau's  inability 
to  process  all  accounts  due  to  the  heavy  workload. 

Transfers  from  San  Francisco  General  Hospital  leveled  off 
during  last  fiscal  year.  The  Bureau  estimates  that  the  hospital 
will  transfer  approximately  55,000  outpatient  bills  annually. 
Due  to  budget  restraints,  the  Bureau's  staff  is  unable  to  process 
any  outpatient  bills  on  a  regular  basis.  To  correct  this 
situation,  the  Bureau  has  initiated  a  request  for  authorization 
to  contract  out  to  an  outside  collection  agency.  The  Bureau  has 
also  proposed  changes  to  the  Administrative  Code  which  would 
eliminate  transferring  accounts  $300.00  or  less  to  the  Bureau. 
These  two  proposals  are  in  line  with  the  recommendations  set 
forth  by  the  Controller's  audit  staff  and  should  maximize  revenue 
and  reduce  the  Bureau's  caseload  to  a  workable  level  within 
budgetary  guidelines. 

Although  the  total  manhours  by  the  Bureau  was  1632  hours 
less  than  the  previous  fiscal  year,  the  Bureau  increased  revenues 
by  7.3%.  Collections  per  manhour  were  $185.25  for  fiscal  year 
1986-87  as  compared  to  $163.78  in  prior  year.  This  was  the 
highest  level  ever  achieved  by  the  Bureau.  In  the  Bureau's 
opinion,  the  majority  of  the  Collection  Officers  are  now  fully 
trained  and  the  unit  has  peaked  in  its  productive  output  for  the 
current  staff  size.  Any  increase  or  decrease  in  revenue 
collection  will  be  dependent  on  the  amount  of  resources  made 
available  to  the  Bureau  to  perform  its  assignment  effectively. 

The  Bureau's  MBO  objective  was  to  maintain  100%  collection 
effectiveness  of  prior  year.  Although  the  Bureau  exceeded  its 
overall  performance  objectives,  the  Bureau  feels  the  collection 
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effectiveness  of  the  delinquent  account  section  has  decreased 
substantially.  Due  to  understaf f ing  and  the  heavy  workload,  the 
Bureau  had  to  reassign  duties  to  the  Senior  Collection  Officers 
in  order  to  achieve  its  objectives.  The  results  of  the 
reassignment  was  a  decrease  in  the  number  of  Small  Claims  Court 
actions  from  199  in  prior  year  to  only  67  cases  in  fiscal  year 
1986-87.  While  the  negative  effect  of  the  reduced  enforcement 
policy  has  not  affected  operations  yet.  the  loss  of  creditability 
will  probably  hamper  future  collections  in  BDR  and  at  the  various 
departmental  levels.  To  correct  this  situation,  the  Bureau  has 
reassigned  the  Senior  Collection  Officers  to  their  primary  duty 
of  initiating  Small  Claims  Court  Litigation. 
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LICENSE  SECTION 

The  License  Section  collect  those  fees  mandated  by  Part  III 
of  the  Municipal  Code.  Those  fees  provide  for  the  cost  of 
inspections  by  the  Police,  Fire.  Health  and  Public  Works  of  those 
businesses  and  activities  required  by  law  to  obtain  a  permit 
from  these  agencies.  Another  major  collecting  responsibility  is 
the  administering  of  the  expansive  residential  parking  program. 
As  in  previous  years,  this  program  is  growing  steadily.  Next 
year  we  can  anticipate  the  addition  of  four  new  areas.  The 
issuance  of  dog  licenses  while  producing  modest  revenue 
represents  a  significant  collection  responsibility. 

Although,  absorbing  extra  work  by  current  staff  is 
increasingly  difficult,  with  the  aid  of  seasonal  workers  and 
summer  youths,  most  program  objectives  were  met.  We  feel  in  the 
future  it  will  be  increasingly  difficult  to  meet  our  objectives 
of  processing  100%  of  residential  permits  and  dog  license 
renewals  withing  30  calendar  days  of  the  expiration  date.  Our 
objectives  include: 

1)  To  provide  the  Investigation  Section  with  a  list  of  all 
delinquent  apartment  house  license  renewals  by  February 
15. 

2)  To  provide  the  Fire  Department  and  the  Department  of 
Public  health  with  a  list  of  all  business  licenses  that 
are  90  days  delinquent. 

3)  To  investigate  all  questionable  stickers  referred  by  the 
public  or  traffic  control,  cancelling  those  in  illegal 
use . 

4)  To  process  100%  of  license  renewals/applications  within 
30  days  after  respective  deadlines  or  expiration  dates. 

5)  To  file  100%  of  licenses  or  permits  within  45  calendar 
days  after  respective  deadlines  or  expiration  dates. 

6)  To  reconcile  file  changes  and  payments  within  15  days  of 
end  of  month. 

The  License  Section  collected  $5,817,524  in  revenue  fiscal 
year  1986-87.  $92,524  more  than  the  estimated  revenue.  The 
increased  amount  is  attributed  to  increased  fees  in  Police  and 
Fire  Departments  licenses.  Due  to  the  increased  efforts  of  the 
Health  Department.  the  collection  of  delinquent  license  fees 
escalated.  Revenue  from  the  Residential  Parking  Permit  Program 
declined  moderately  because  of  regulation  changes  which 
disqualified  many  applicants  for  a  permit.  The  revenue  for  dog 
licenses  were  30%  below  estimated  revenue  because  of  a  delayed 
shipment   of   dog   tags.    The  1986-87  dog  license  revenue  will 
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spillover   into   the   next   fiscal   year   and 
substantial  increase  because  of  fee  changes. 


will   reflect 
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INVESTIGATION  SECTION 

The  Investigation  Section  conducts  field  investigations 
essential  to  assure  compliance  with  the  tax  codes  and  ordinances 
governing  the  office  of  the  Tax  Collector.  The  section  makes 
these  investigations  for  the  other  sections  in  the  Tax 
Collector's  Office.  For  example.  Investigations  surveys  large 
office  buildings  and  construction  sites  to  ascertain  that  all 
businesses  are  registered  for  business/payroll  taxes.  Likewise, 
it  assists  the  Legal  Section  in  preparing  court  cases  by 
compiling  reports  and  serving  necessary  legal  documents.  The 
section  also  prepares  documentation  and  sues  in  Small  Claims 
Court  on  business,  parking  and  hotel  taxes  of  $1,500  or  less,  as 
well  as  on  all  apartment  house  and  hotel  license  fees. 

There  was  a  decrease  in  the  revenue  collected  this  year 
compared  to  last  year.  Due  to  circumstances  beyond  our  control, 
there  was  a  three  month  delay  in  processing  the  last  portion  of 
the  delinguent  personal  property  taxes  because  the  department  ran 
out  of  forms.  The  unavoidable  delay  while  they  were  reprinted 
hindered  our  summary  judgement  program.  Although  collections  were 
below  last  year,  it  still  was  an  increase  over  prior  years. 

The  new  program  that  reguired  investigators  to  spend  one  day 
a  week  surveying  the  large  buildings  and  complexes  in  their 
districts  was  a  success.  A  record  number  of  new  businesses  was 
registered  and  this  should  substantially  increase  the  revenue  for 
the  division. 

The  number   of   accounts  closed  was   less   than  the  number 

received,  because  of  the  delay  in  getting  a  portion  of  the  liens. 

It  would  have  been  a  good  idea  to  file  them  all  together  but 

there  was  no  available  personnel  to  do  the  additional  research. 

The  department  Section  is  at  full  strength  now,  so  this 
should  not  be  a  problem  in  the  future. 

The  Investigation  Section  set  the  following  MBO  objectives. 

1.  To  make  follow-up  contact  on  all  delinguent  accounts  in 
excess  of  $400.00  within  one  year  of  receipt.  This 
objective  was  met  this  past  fiscal  year  by  accelerating 
the  summary  judgment  program. 

2.  To  notify  by  mail  70%  of  taxpayers  with  delinguent 
accounts  of  $400.00  or  less.  The  section  exceeded  this 
objective  by  notifying  85%  of  this  group  of  delinguent 
taxpayers . 

3.  To  have  two  percent  of  all  field  investigations  reviewed 
by  supervisory  personnel  through  taxpayer  contact.   The 
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section  met  this  objective. 

4.  To  maintain  the  current  number  of  field  calls.  This 
objective  was  not  met.  because  more  than  the  expected 
number  of  investigators  were  used  in  Real  Estate 
Collection.  In  addition,  one  field  investigator  was 
assigned  to  an  inside  duty  for  most  of  the  year.  An 
adjustment  will  be  made  in  the  number  of  budgeted  field 
calls  for  the  new  fiscal  year. 

5.  To  register  for  business/payroll  taxes  at  least  1.000 
unregistered  contractors  doing  business  in  San 
Francisco.  This  target  met  and  exceeded. 

In  February  of  this  year,  we  were  unable  to  process  the 
remainder  of  the  delinguent  unsecured  property  bills  because  the 
department  ran  out  of  the  forms.  There  was  a  delay  before  the 
proper  forms  could  be  reprinted  which  resulted  in  a  temporary 
decrease  in  collections. 
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LEGAL  SECTION 

The  Legal  Section's  primary  function  continues  to  be  the 
collection  of  delinquent  monetary  claims  coming  under  the  Tax 
Collector's  jurisdiction.  The  majority  of  these  accounts  are 
delinquent  tax  obligations  referred  by  the  Business  Taxes  Section 
and  medical-hospital  claims  referred  from  the  Bureau  of 
Delinquent  Revenue.  Although  the  Legal  Section  utilizes  a  wide 
ranging  array  of  civil  creditor  procedures  to  enforce  payment  of 
these  claims,  its  principal  collection  tool  is  the  civil  suit 
against  the  debtor.  Its  MBO  objective  is  to  collect  $1,000,000 
in  delinquent  revenue  annually.  For  the  second  consecutive  year 
Legal  Division  exceeded  that  goal  by  reporting  total  collection 
of  $1,219,650. 

To  accomplish  these  objectives.  Legal  Division  is  staffed  by 
four  persons:  The  Class  8190  Tax  Collector  Attorney  functions  as 
the  supervisor.  He  is  assisted  by  one  Class  8173  Legal 
Assistant.  Both  are  supported  by  two  Class  1458  Legal 
Stenographers.  The  division  utilizes  a  Wang  OIS  50  word 
processing  system  to  produce  the  majority  of  the  Legal  documents 
and  has  its  own  small,  but  specialized  legal  reference  library 
that  must  be  maintained.  This  division  interacts  extensively 
with  the  two  originating  divisions,  i.e.  Business  Tax  and  Bureau 
of  Delinquent  Revenue  as  well  as  Investigation  Division  which 
provides  support  services  to  Legal  Division  in  making  service  of 
legal  papers  and  field  investigations. 

This  small  division  suffered  a  very  serious  set  back  when  it 
was  required  to  terminate  the  replacement  legal  stenographer 
after  5  months  of  below  standard  work  performance.  Thus,  the 
1458  Legal  Stenographer  position  remained  vacant  for  the  first 
part  of  the  year  and  this  vacancy  was  only  temporarily  filled 
with  a  substandard  employee.  During  the  five  months  the 
probationary  1458  Legal  Stenographer  was  employed  in  the 
Division,  the  supervisor  was  forced  to  expend  a  disproportionate 
amounts  of  attention  and  time  to  documenting  the  substandard  job 
performance  of  this  employee.  The  position  remained  unfilled  at 
the  end  of  the  fiscal  year,  not  to  be  filled  until  the  beginning 
of  the  following  fiscal  year. 

In  anticipation  of  a  replacement  in  the  secretarial  staff, 
the  tax  collector  attorney  did  a  comprehensive  revision  of  the 
division  procedures  manual.  The  result  of  this  work  is  a  three 
ring  binder  which  sets  out  the  job  functions  of  each  class  of 
employee  in  the  division,  the  division's  internal  procedure,  and 
filled  in  samples  of  work  routinely  encountered  by  the 
secretarial  staff.  Doubtless.  the  time  and  effort  spent  in 
dealing  with  the  major  personnel  problem  with  the  legal 
stenographer,  and  rewriting  the  procedurers  manual  contributed  to 
the  somewhat  lower  collection  rate  for  this  year  as  compared  with 
the  preceding  period. 
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PARKING  METER  DIVISION. 

The  Parking  Meter  Section  administers  the  collection, 
sorting,  counting  and  depositing  of  all  parking  meter  revenues 
for  the  City  and  County  of  San  Francisco  with  the  exception  of 
those  belonging  to  the  Port  Authority.  In  addition,  the 
division  compiles  and  analyzes  the  statistical  information 
available  from  these  collections  for  the  purpose  of  minimizing 
the  costs  to  the  City  and  County  while  maximizing  the  revenues 
from  this  activity.  For  several  years  the  Tax  Collector's  Office 
contracted  the  actual  collection  of  the  parking  meter  revenues  as 
well  as  the  sorting,  counting,  and  depositing  of  the  funds  under 
the  authorization  of  Section  8.300-1  (Proposition  "J")  of  the 
Charter  of  the  City  and  County.  These  contracts  saved  the  City 
substantial  amounts  when  compared  to  what  it  would  have  cost  the 
City  if  the  work  was  performed  by  City  employees.  For  fiscal 
1986-1987.  BURNS  International  Security  Services  again  won  the 
contract  to  collect  the  parking  meter  revenues.  But  BRINKS  Inc.. 
who  formerly  counted  and  deposited  the  moneys  declined  to  bid  at 
almost  the  last  possible  moment  leaving  the  Office  without  an 
outside  contractor  for  the  counting  and  depositing  of  the  parking 
meter  revenues.  As  a  result.  the  counting  room  of  the  San 
Francisco  Municipal  Railway  took  over  the  counting  and  depositing 
on  an  emergency  basis.  When  no  other  contractor  was 
forth-coming,  they  continued  to  provide  this  service  for  the  rest 
of  the  year  on  a  work  order  basis. 

The  Section  also  coordinates  the  exchange  of  information  and 
planning  between  the  several  City  departments  that  share 
responsibilities  for  the  City's  parking  meter  system.  It  works 
with  the  traffic  division  of  the  Department  of  Public  Works, 
which  makes  the  decisions  as  to  where  parking  meters  will  be 
installed  or  removed;  the  Department  of  Electricity  which 
actually  installs  and  maintains  meters;  the  Police  Department, 
which  provides  security  for  the  meters  and  for  the  system;  and 
the  Parking  Authority  which  funds  the  maintenance  of  the  system 
as  well  as  the  costs  of  the  contracts  for  counting  and  collection 
from  their  share  of  parking  meter  revenues. 

The  City  began  the  year  with  17,547  parking  meters  divided 
between  streets  and  parking  lots.  At  the  end  of  fiscal  1986-87, 
that  number  had  grown  to  18,578-  an  increase  of  six  percent. 

The  section  had  the  following  Management  by  Objective  goals 
which  were  met  in  fiscal  1986-87. 

1)  To  monitor  collection/counting  contracts  on  a  monthly 
basis  to  increase  cost  effectiveness.  The  division 
achieved  a  cost  to  collection  ratio  of  under  6%. 

2)  To  monitor  collection  routes  through  random  surveillance 
within  all  zones  on  a  monthly  basis. 
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3)  To  conduct  surprise  quarterly  inspections  and 
inventories  of  all  collection  equipment  and  countinq 
facilities . 

The  parkinq  meter  section  received  a  request  from  the 
Parkinq  Authority  to  produce  a  far  more  detailed  report  coverinq 
parkinq  meter  collections.  This  came  at  a  time  when  the  Finance 
Section  of  the  Public  Utilities  Commission  was  also  requestinq 
inspection  of  the  countinq  unit  on  the  Parkinq  Meter  Unit.  As 
both  could  not  be  done  by  present  staff,  the  Parkinq  Authority 
aqreed  to  provide  an  additional  clerk  to  cover  the  extra  work. 
Even  with  this  extra  position  the  qoal  of  less  than  a  6%  overhead 
was  met  due  to  the  unprecedented  qrowth  in  revenues.  But  while 
it  raiqht  seem  reasonable  to  ascribe  the  increase  in  revenues  to 
the  increase  in  the  number  of  meters,  these  are  solid  indications 
that  increased  traffic  enforcement  from  the  Police  Department 
accounts  for  a  qood  deal  of  the  increased  income. 
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FOR 
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SYNOPSIS 

The  Office  of  Treasurer  of  San  Francisco  is  an  elective 
office  which  has  been  in  existence  since  1850.  In  fact,  during 
the  period  from  1850  to  1856  there  were  two  Treasurers  -  one  for 
the  City  and  one  for  the  County,  since  prior  to  1856  San 
Francisco  County  embraced  nearly  all  of  San  Mateo  County. 
Following  the  Consolidation  Act  of  1856,  San  Francisco  became  a 
combined  City  and  County.  We  are  the  only  combined  City  and 
County  in  the  State  of  California.  The  Treasurer  is  basically 
the  banker  and  investment  officer  for  the  citizens  of  San 
Francisco.  In  July  of  1979  a  Charter  amendment  added  the  office 
and  duties  of  Tax  Collector  to  the  responsibilities  of  the 
Treasurer.  The  following  report,  dealing  specifically  with  the 
fiscal  year  ended  June  30,  1988,  contains  comparative  statistics 
and  information  covering  the  past  five  years  of  investment 
activity  and  five  years  of  tax  collector  revenues. 

In  managing  the  investment  functions  and  day-to-day 
operations  of  a  cash  management  program,  the  Treasurer  is 
responsible  for  an  overall  portfolio  which  is,  at  the  present 
time,  slightly  in  excess  of  $1  Billion.  In  administering  this 
portfolio  the  basic  objectives,  in  order  of  priority,  are  1)  the 
preservation  of  capital,  2)  availability  of  funds,  and  3)  yield 
(favorable  return  on  investment  without  undue  compromise  of  the 
first  two  objectives).  We  are  guided  in  our  choice  of 
investments  by  the  California  State  Government  Code  which  allows 
for  a  fairly  wide  range  of  investment  alternatives,  such  as  Time 
Deposits  in  banks  and  savings  and  loan  associations,  Negotiable 
Certificates  of  Deposits,  U.S.  Treasury  Bills,  Notes  and  Bonds, 
various  Federal  Agencies  issues,  Bankers  Acceptances  and 
Commercial  Paper.  Strictly  excluded  from  allowable  investments 
are  such  things  as  real  estate  and  common  stock. 

Each  month  the  entire  portfolio  is  "marked  to  market".  This 
report  and  other  details  of  performance  activity  and  results  are 
submitted  to  the  Mayor  and  the  Board  of  Supervisors.  Return  on 
investment  is  among  the  highest  in  the  State  and  the  portfolio 
reflects  the  highest  quality  of  investment  alternatives.   We  are 


proud  of  our  accomplishments  over  the  past  five  years,  having 
earned  over  $509  Million  with  full  liquidity  and  safety  of  all 
funds . 

In  managing  the  cash  flow  of  the  City  and  County  the 
Treasurer  works  closely  with  all  departments  to  assure  that  all 
funds  due  are  received  and  deposited  as  quickly  as  possible.  In 
order  to  accomplish  this  the  Treasurer  has  negotiated  contracts 
with  various  banks  for  such  things  as  lockbox  and  credit  card 
services.  The  Treasurer's  office  disburses  cash  for 
approximately  2.3  million  warrants  issued  by  the  Controller, 
amounting  to  over  $2.5  Billion  each  year.  It  should  be  noted 
that  the  Treasurer's  office  does  not  issue  warrants,  nor  have  any 
control  over  the  budget  approvals  or  expenditures.  We  make  sure 
the  cash  is  available  to  honor  warrants  issued  to  cover  approved 
expenditures.  In  addition,  we  receive,  verify  and  pay  all 
matured  general  obligation  bonds  and  coupons  amounting  to  almost 
$29  Million  per  year. 

The  tax  collection  responsibility  of  the  Treasurer  includes 
the  collection  of  Real  Estate  Taxes,  numerous  Licenses  and 
Permits,  Business  Taxes,  Investigations,  Parking  Meters,  and  the 
collection  of  Delinquent  Accounts  due  to  other  City  departments. 
Annual  revenue  collections  have  increased  from  $561  Million  to 
$796  Million  over  the  past  five  years.  Substantial  detail  on  the 
tax  collection  activities  is  provided  in  the  body  of  this  report. 

In  summary,  the  Treasurer  collects,  protects  and  maximizes 
return  on  all  funds  due  to  the  citizens  of  the  City  and  County  of 
San  Francisco. 

ORGANIZATION  AND  BUDGET 

Very  briefly,  the  organization  appears  as  follows: 

TREASURER 

Chief  Assistant  Treasurer      Tax  Administrator 

Deputy  Tax  Administrator 
Treasury  Division 

Cashier  Property  Tax 

Bonds  &  Coupons  Business  Tax 

Audits 
Chief  Investment  Officer  Licenses  &  Permits 

Parking  Meters 
Investments  Delinquent  Revenue 

Cash  Management 

The  Treasurer-Tax  Collector  Department  had  an  authorized 
budget  of  $6,482,503  for  the  fiscal  year  1987-88,  with  a  total  of 


144  positions.  An  Administration  Division  provides  centralized 
support  services  to  the  programs  and  activities  of  the 
Treasurer-Tax  Collector  Department.  Goals  and  achievements  of 
the  various  divisions  are  detailed  in  the  following  pages  of  this 
report . 


TREASURY  DIVISION 

The  Treasury  Division  consists  of  two  sections  -  a  Cashier 
Section  and  a  Bonds  and  Coupons  Section.  The  Division's  goal  is 
to  account  for  receipts  of  all  funds  deposited  by  City 
departments,  redemption  of  Controller's  warrants  and  the 
disbursement  of  funds  for  other  legal  obligations. 

The  Treasury  Division  also  accepts  various  assets  such  as 
securities,  deposits,  bail  bonds  and  miscellaneous  assets  from 
departments  and  holds  them  in  a  special  custody  safe.  These 
items  were  held  in  joint  custody  with  the  Controller,  requiring 
representatives  of  both  departments  to  accept  or  surrender  these 
assets  from  the  various  departments.  A  change  in  the  San 
Francisco  Administrative  Code  (Section  10.81-1)  was  approved  in 
March  1986,  making  the  Treasurer  solely  responsible  for  these 
items  and  authorizing  the  Treasurer  to  establish  rules  and 
regulations  for  the  safe  custody  of  all  money  and  property  in  her 
possession  or  under  her  control.  As  a  result  of  this  change  a 
special  PC  program  has  been  established  to  record  all  necessary 
information  on  these  items  as  well  as  regular  written  contact 
with  the  various  departments  involved  concerning  current  activity 
and  status  of  the  assets. 

The  Controller's  Internal  Audits  Division  routinely  examines 
the  activities  of  the  Treasurer's  office  including  monthly 
verification  of  cash  on  hand.  In  addition,  an  outside  major 
accounting  firm  audits  our  activities  in  connection  with  the 
publication  of  the  Controller's  Annual  Financial  Statements. 

The  Treasurer  also  works  with  the  Controller,  Legal  Counsel, 
Financial  Advisors  and  other  departments  in  connection  with  the 
issuance  of  various  bond  issues.  During  fiscal  year  1987-88, 
$106,117,011  of  Water  Revenue  Refunding  Bonds  were  issued  to 
refund  Water  Revenue  Bonds  (Series  of  1985)  and  $31,000,000  of 
Fire  Protection  General  Obligation  Bonds  were  issued.  These  bonds 
were  fully  registered  in  the  name  of  Cede  &  Co.  as  nominee  of  the 
Depository  Trust  Company  and,  therefore,  available  to  ultimate 
purchasers  only  under  the  book  entry  system. 

Additional  responsibilities  include  absent  heir  deposits  and 
payments  pursuant  to  State  Probate  Code  1060;  processing  and 
reconciling  street  improvement  deposits  and  payments  authorized 
under  the  1934  Street  Improvement  Ordinance;  and  Trustee  duties 
in  connection  with  deferred  payment  settlement  trust  funds 
resulting  from  large  claims  against  the  city. 

Cashier  Section:  This  section  is  responsible  for  the  receipt  of 
all  City  and  County  moneys  and  checks  either  through  direct  bank 
deposits,  lockbox  operations  or  Treasurer's  receiving  window; 
payment  of  all  Controller  warrants  through  our  Clearing  House 
bank  and  also  through  Cashier  windows;   reconciliation  of  the 


above  receipts  and  disbursements  with  total  cash  on  a  daily 
basis;  daily  and  monthly  reconciliation  of  Treasurer  checking 
accounts;  and  daily  input  and  detailed  reconciliation  to  FAMIS 
(Financial  Accounting  and  Management  Information  System) 
reports.  All  checks  received  through  the  Treasurer's  Receiving 
window  are  encoded  and  microfilmed  before  deposit  to  the  bank. 
Internal  control  is  achieved  by  division  of  duties  between 
receiving  cashier,  vault  cashier,  paying  cashiers,  reconciliation 
cashiers  and  clerks,  and  the  accountants. 

The  primary  objective  of  the  Cashier  Section  is  to  "process 
and  account  for  the  receipt  of  collections,  departmental  deposits 
and  disbursements  made  through  the  Cashier  by  the  close  of  the 
same  business  day".  The  Cashier  unit  accomplished  this  objective 
during  the  fiscal  year  and  was  pleased  to  find  that  the  major 
modification  which  started  in  1979-80  to  gradually  change 
Controller  warrants  from  hard  tabulating  cards  to  soft  encoded 
warrants  was  finally  completed.  Some  payroll  warrants  and  social 
services  warrants  had  still  been  issued  as  hard  tabulating  card 
warrants.  This  dual  system  had  created  a  more  complex  daily 
reconciliation  of  disbursements  with  payments  to  our  Clearing 
House  bank. 

2,293,000  warrants  were  processed  in  1987-88,  approximately 
25,000  more  than  last  year. 

Total  receipts  amounted  to  $2,618,198,000  while 
disbursements  totaled  $2,574,125,000,  resulting  in  a  June  30, 
1987  cash  and  eguity  balance  of  $1,001,257,000. 

Since  the  arrival  of  the  NCR  Remittance  Processing  System  in 
November,  1980,  the  Cashier  Section  personnel  have  become 
involved  with  the  encoding  of  deposit  checks  for  direct 
remittance  to  various  banks.  This  process  provides  earlier 
investments  of  funds  for  higher  interest  earnings  for  the  City. 
In  September,  1982,  the  Cashier  Section  personnel  expanded  the 
usage  of  the  NCR  Remittance  Processing  System  to  include  encoding 
all  Controller  warrants  redeemed  by  our  cashiers,  and  processing 
mutilated  warrants  from  our  Clearing  House  bank  to  create  a 
computer  tape  of  encashed  warrants.  This  encoding  and  tape 
creation  process  was  previously  done  by  Controller's  ISD 
personnel.  This  tape  created  in  our  office,  together  with  the 
tapes  provided  by  the  Clearing  House  bank  for  Controller  warrants 
redeemed  through  the  bank,  is  entered  into  the  Warrant 
Reconciliation  System  as  our  daily  encashed  warrants.  As  the 
warrant  reconciliation  process  is  revised  to  be  more  efficient, 
our  personnel  are  ready  and  willing  to  adapt  to  the  changes  with 
the  new  problems  and  perform  in  a  competent  manner. 


Bond a_nd. Coupon   Section.    The   Bond   and   Coupon   Section 

receives,  verifies  and  pays  all  matured  bonds  and  coupons  either 
locally  or  through  Citibank  as  fiscal  agent  in  New  York  City. 
The  objective  is  "to  complete  the  redemption  of  all  bonds  and 
coupons  on  date  of  maturity".  With  the  limited  staff  of  one  Bond 
and  Coupon  Supervisor  and  one  Clerk,  only  persistent  hard  work 
enabled  this  unit  to  fulfill  this  objective.  59,585  bonds  and 
coupons  were  redeemed  in  the  total  amount  of  $28,884,376.  All 
bonds  and  coupons  presented  were  promptly  paid.  This  section 
also  registers  and  re-registers  general  obligation  bonds.  This 
year  there  were  62  transactions  involving  357  bonds. 

INVESTMENT  DIVISION 

The  goal  of  the  Investment  Division  is  "to  administer  and 
control  the  investment  of  all  moneys  in  the  Treasurer's  custody 
that  are  not  required  for  payment  of  current  obligations  for  the 
purpose  of  maximizing  interest  income  while  preserving  the 
liquidity  and  safety  of  the  principal",  with  the  objective  "to 
maintain  all  surplus  funds  in  investments  which  exceed  the  rate 
earned  by  the  State  Local  Agency  Fund". 

In  1987-88,  the  above  goal  and  objective  were  met  with 
outstanding  success  by  the  cash  management  and  investment  staff. 
In  1987-88  total  interest  received  amounted  to  $76,335,025  with 
an  annual  earned  yield  of  8.54%  as  compared  to  $97,555,624  and 
9.73%  for  1986-87.  This  was  again  a  tremendous  accomplishment  in 
light  of  the  sharp  decline  in  interest  rates. 

The  unapportioned  interest  received  from  pooled  funds  in 
1987-88  totaled  $69,341,023  with  an  annual  yield  earned  of  8.637% 
as  compared  to  $90,939,479  and  10.008%  for  1986-87.  For  1988-89, 
targets  have  again  been  projected  downward  to  reflect  the 
continued  volatility  in  interest  rate  conditions.  The  average 
rate  of  return  of  8.540%  exceeded  the  average  rate  earned  by  the 
State  Local  Agency  Fund  of  7.874%  and  the  average  effective 
Federal  Funds  rate  of  6.896%.  The  additional  yield  generated  by 
the  City  and  County  of  San  Francisco  over  the  Local  Agency  Fund 
performance  translates  into  $6,300,000  in  positive  earnings  by 
our  in  house  staff. 

The  Investment  Division  employs  a  specialized  computer 
system  "Moneymax",  electronic  financial  services-  "Telerate",  Dow 
Jones  Capital  Markets,  Technical  Data,  the  Money  Market  Observer 
and  other  institutional  data  banks.  In  addition,  direct  wire 
lines  are  maintained  by  investment  houses  (primarily,  government 
dealers),  which  enable  the  Chief  Investment  Officer  to  maximize 
interest  income  and  earned  interest  yield  as  reflected  in  the 
schedule  of  Portfolio  Statistics.  The  installation  of  a  personal 
computer  (PC)  along  with  an  appropriate  modem  allows  the 
investment  staff  to  retrieve  daily  bank  balances  and  supporting 
reports.  Further,  the  PC  is  able  to  produce  financial  reports  to 


enable  the  Treasurer's  staff  to  review  trends  and  results  and 
assist  in  future  investment  decisions. 

The  implementation  of  direct  bank  deposits  during  the  early 
1970's,  whereby  departments  deposit  their  receipts  directly  to 
local  branches  of  Bank  of  America,  the  City  and  County's 
concentration  bank,  continues  to  accelerate  cash  flow  into  the 
Treasury.  Lockbox  procedures  are  in  effect  for  processing  invoice 
receipts,  Municipal  Court  parking  and  traffic  citation  receipts. 
Tax  collection  receipts  and  other  City  department  receipts  are 
received  for  processing  through  an  NCR  Remittance  Processing 
System  for  direct  bank  remittance.  These  procedures  provide  early 
deposit  of  receipts  plus  reduced  bank  charges. 

The  Investment  Staff  continually  monitors  and  invests  all 
funds  that  flow  through  the  remittance  processing  system  by 
electronic  access.  All  funds  are  transferred  by  Fed-wire  to  the 
concentration  account  for  Controller  disbursement  or  Treasurer 
investment . 

Besides  the  aforementioned  procedures,  credit  cards  are 
accepted  for  payment  of  Traffic  fines,  towing  and  storage  fees, 
and  misdemeanor  bails  which  has  resulted  in  the  reduction  of  bad 
checks,  acceleration  of  payments  and  immediate  availability  of 
funds  for  investment.  In  addition  to  the  investment  of  those 
funds  mentioned  above,  the  Investment  Division  also  invests  funds 
received  from  the  Transit  Impact  Fee.  The  fee  is  collected  from 
developers  of  new  commercial  space  within  the  City's  downtown 
area.  Pursuant  to  a  court  order,  and  until  completion  of  all 
court  proceedings,  funds  are  invested  in  ninety  (90)  day  Treasury 
Bills.  As  of  June  30,  1988,  the  balance  of  these  fees  totaled 
$12,285,684.  This  balance  is  a  reduction  from  prior  year  total. 
During  January,  1988,  as  a  result  of  court  decision  in  the  City's 
favor  and  at  the  request  of  the  Public  Utilities  Commission, 
funds  in  the  amount  of  $28,571,192  were  transferred  to  the  P.U.C. 
It  is  anticipated  that  the  remaining  funds  will  continue  to  be 
invested  until  January,  1989  when  a  final  court  decision  on  all 
remaining  cases  is  expected. 

The  position  of  Cash  Manager,  which  was  created  during 
Fiscal  Year  1979-80  on  the  recommendation  of  the  Mayor's  Fiscal 
Advisory  Committee,  was  staffed  for  the  entire  fiscal  year 
reducing  the  burden  of  the  Chief  Investment  Officer.  The  Cash 
Manager's  primary  responsibilities  include:  compliance  of  the 
Charter  mandate  that  all  revenues  deposited  with  City  departments 
are  received  and  receipted  in  the  Treasurer's  Office  by  the  next 
business  day;  analyzes  cash  flow  throughout  the  City  and  develops 
a  cash  flow  system;  initiates  and  modifies  cash  flow  procedures; 
establishes  and  maintains  banking  relationships;  advises  and 
makes  recommendations  to  City  and  County  department  personnel 
regarding  cash  management  procedures  and  policies;  and  assists 
the  Chief  Investment  Officer  in  administering  cash  management  and 
investment  policies. 


Extended  use  of  these  various  procedures  to  other  programs 
is  an  ongoing  process  and  continues  to  increase  revenues  and 
provides  improved  taxpayer  assistance  while  containing  costs. 

The  South  Africa  Divestment  Ordinance,  effective  March  10, 
1986,  had  been  anticipated  by  the  Treasurer  and  Investment 
Division  staff  and  consequently,  there  were  no  investments  in  the 
portfolio  which  were  in  conflict  with  the  City's  divestment 
policy.  Subsequent  to  the  enactment  of  the  ordinance,  all 
financial  institutions  were  sent  appropriate  affidavits  to 
comply  with  the  ordinance  provisions.  All  institutions  with  City 
deposits  have  returned  signed  affidavits.  Additionally,  all 
financial  transactions  are  reviewed  to  be  sure  that  we  are  in 
compliance  with  the  ordinance. 
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TAX  COLLECTION  DIVISION 

The  office  of  the  Tax  Collector  receives  and  deposits  all 
monies  for  taxes,  licenses  and  other  fees  due  the  City  and  County 
under  the  direction  of  the  Treasurer,  in  accordance  with  the 
provisions  of  the  Charter  and  the  City's  Administrative  Code.  It 
also  provides  the  collection  of  delinquent  accounts  for  other 
City  departments.  In  order  to  be  effective  this  work  requires 
coordination  with  other  agencies  of  the  City  and  County,  the 
Board  of  Supervisors  and  the  State  of  California,  as  well  as 
other  tax  administrators  and  policy  bodies. 

The  office's  overall  goal  is  to  provide  an  equitable  and 
efficient  collection  of  property  taxes,  business  taxes,  licenses, 
and  parking  meter  revenues  in  accordance  with  State  law  and  City 
ordinances,  and  at  the  same  time  maximize  the  investment  return 
by  expeditiously  processing  and  depositing  receipts. 

The  Tax  Collector  supervises  eight  operating  sections: 
Cashier,  Real  Estate,  Business  Taxes  and  Audits,  Delinquent 
Revenue  Collection,  Investigation,  Legal,  License  and  Parking 
Meters.   The  sections  have  the  following  basic  goals: 

1.  To  provide  centralized  administrative  services  for  the 
department  and  support  services  to  divisional  program  activities. 

2.  To  provide  for  the  centralized  collection  of  secured  and 
unsecured  property  taxes  for  local  government  taxing  agencies 
within  the  City  and  County  of  San  Francisco. 

3.  To  maintain  a  post  audit  program  to  determine  the 
accuracy  of  taxpayer  reports  and  to  levy  additional  taxes  if  the 
audit  indicates  an  underpayment. 

4.  To  administer  and  collect  the  Business  Tax,  the  Payroll 
Expense  Tax,  Parking  Tax,  Utility  Tax,  Stadium  Admission  Tax,  and 
Transient  Occupancy  Tax. 

5.  To  provide  for  the  centralized  collection  of  accounts 
delinquent  in  excess  of  90  days  for  all  City  and  County 
Departments  except  those  under  the  jurisdiction  of  the  Public 
Service  Enterprises,  and  to  provide  for  the  resolution  of  all 
delinquent  taxpayer  accounts. 

6.  To  collect  fees  for  Licenses  and  Permits  which  are 
required  by  Municipal  Code,  Part  III;  to  collect  the  Dog  License 
Fees;  and  to  determine  eligibility  for  preferential  parking 
permits  in  selected  residential  areas  and  collect  fees  for  same. 

7.  To  administer  and  account  for  the  collection  of  Parking 
Meter  Revenues. 


10 


The  function  of  each  section  is  described  in  more  detail  in 
the  body  of  this  report.  Also  included  are  individual  program 
goal  statements  directed  towards  the  achievement  of  timely  and 
guality  public  service.  Together  they  express  the  main  objective 
of  the  Tax  Collector's  Office:  to  maximize  the  City  and  County 
services  and  functions. 

Highlights 

The  Real  Estate  division  again  processed  both  the  December 
and  April  collections  in  a  record  two  to  three  days  although  the 
NCR  remittance  processors  are  no  longer  operating  at  an  optimum 
due  to  age  and  obsolescence.  The  Treasurer-Tax  Collector's  office 
realizing  the  potential  loss  of  interest  income  if  this  equipment 
should  fail  during  the  height  of  the  Real  Estate  collection, 
requested  and  obtained  a  supplemental  appropriation  to  replace 
this  vital  equipment.  The  new  equipment  should  be  obtained  and 
operational  in  the  next  fiscal  year.  In  the  meantime  supplemental 
unsecured  collections  rose  by  75%  to  $1,803,364  versus  $1,029,160 
for  the  prior  year.  Total  collections  rose  by  7.2%  for  a  total  of 
$447,161,667  as  against  $417,075,552  of  fiscal  1986-1987. 

The  Business  Tax  Section  repeated  its  successful 
performances  of  the  last  several  years.  Its  overall  collections 
rose  by  10%  for  a  total  of  $234,059,110  over  last  year's 
$212,768,498.  The  biggest  gains  were  made  in  the  Utility  Tax,  up 
13%;  the  Hotel  Tax,  up  19%;  and  the  Stadium  Tax,  up  31.9%. 

The  Bureau  of  Delinquent  Revenue  increased  its  collections 
by  11%  over  that  of  the  prior  year.  This  represents  a  record 
collection  for  the  bureau. 

The  Legal  section  also  had  a  record  breaking  year.  It 
exceeded  its  goal  of  a  million  dollar  collection  per  annum  by 
105%.  It  collected  $2,047,378  for  fiscal  1987-1988. 

The  Investigation  section  also  enjoyed  an  all  time  record 
breaking  collection  year.  It  collected  $7,326,874,  an  increase  of 
$2,466,344  over  the  prior  year. 

The  Parking  Meter  revenues  exceeded  that  of  the  previous 
year  for  the  third  straight  year.  At  the  same  time,  the  unit  held 
costs  to  less  than  7%  of  the  collection  although  they  were  unable 
to  find  an  outside  contractor  for  the  counting  and  depositing  of 
the  revenues.  The  City  collected  $7,608,187,  an  increase  of  11.3% 
over  the  previous  year. 

The  Tax  Collector's  office  has  spent  the  last  several  years 
moving  away  from  manual  and  labor-intensive  operations  towards 
office  automation.  Our  current  mixture  of  mainframe  and  small 
systems  is  an  indication  of  our  committment  to  utilize  the 
appropriate  technology  for  each  application.   Our  overall  goal  is 
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to  achieve  full  office  automation  and  full  integration  of  all 

systems.   The  Tax  Collector  is  also  committed  to  cultivating  the 

human  resources  necessary  for   full   and  effective  use  of  the 
systems  in  which  we  have  invested. 

Over  the  past  few  years  the  Tax  Collector's  office  has  been 
guided  by  the  following  broad  data  processing  goals: 

1)  Conversion  of  IBM  mainframe  systems  from  batch  to  on-line 
Most  of  our  mainframe  files  have  already  been  converted  to 
on-line.   The  Tax  Collector  and  I.S.D.   are  committed  to 
working  together  until  all  systems  are  on-line. 

2)  Office  automation 

A  Wang  VS6  mini-computer   system  was   installed  in   1987, 

replacing  an  OIS  50  word  processor.   Wang  data  and  word 

processing   applications   have   been   implemented  in   three 

divisions  to  date,  and  implementation  in  the  remaining 
divisions  is  being  planned. 

3 )  Full  office  integration 

One  of  the  long  range  goals  of  the  Tax  Collector  is  linkage 
and  interface  of  all  systems.  Design  of  new  mainframe 
systems,  and  implementation  and  expansion  of  small  systems, 
are  carefully  planned  with  this  goal  in  mind. 

4)  Installation  of  multi-use  equipment. 

Most  divisions  of  the  Tax  Collector  are  heavy  users  of  the 
IBM  mainframe.  Our  Wang  software  includes  System  Networking 
Architecture  (SNA) ,  which  enables  Wang  users  to  work  with 
their  mainframe  files  as  well  as  do  Wang  data  and  word 
processing  at  their  terminals.  We  therefore  have  the 
advantage  of  dual  functionality  of  all  of  our  Wang  equipment. 

5)  Development  of  staff  resources 

The  data  processing  environment  in  the  Tax  Collector's 
office  has  grown  increasingly  sophisticated  over  the  past 
several  years.  Management  of  the  existing  systems  and 
applications,  development  of  new  ones,  and  full  utilization 
of  the  hardware  and  software  in  which  we  have  invested 
require  appropriately  trained  and  dedicated  staff.  The  Tax 
Collector  is  committed  to  supporting  its  investments  through 
appropriate  staffing,  training  and  support  for  all  aspects 
of  data  processing,  word  processing,  systems  administration 
and  applications  development. 
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CASHIER  SECTION 

The  Cashier  Section  receives  and  accounts  for  all  payment  of 
taxes,  licenses,  and  other  revenues.  This  includes  both  those 
payments  made  over  the  counter  in  cash  or  by  check  and  all 
payments  received  in  the  mail.  The  section  maintains  a  positive 
control  of  all  payments  by  a  system  of  numeric  identification  and 
microfilming  the  checks  connected  with  each  payment.  The  division 
balances  each  type  of  revenue  seperately  and  deposits  the  sum  of 
revenue  collected  with  the  Treasurer  daily. 

The  Cashier  Section  also  opens,  sorts,  and  processes  all 
mail  received  by  the  Tax  Collector's  Office.  All  checks  with 
proper  supporting  documents  are  processed  immediately.  Checks 
without  proper  supporting  documents  or  which  need  verification 
are  kept  in  the  Cashier's  Check  Control  Section,  while 
photocopies  of  these  checks  are  sent  to  the  appropriate  tax 
division  for  examination  and  identification. 

The  amount  processed  by  the  Cashier  Section  increased  by 
$57,503,652  in  fiscal  1987-88  for  a  total  of  $796,323,332.  This 
section  met  its  MBO  objective  in  the  number  of  items  processed. 

Retail  Sales  and  Local  Transportation  Tax 

The  State  of  California,  acting  since  1958  as  the  agent  of 
the  City  and  County,  collects  the  San  Francisco  Uniform  Sales  and 
Purchase  Tax  and  returns  revenues  minus  collection  costs  to  the 
City  and  County.  This  tax  provided  revenues  of  $76,791,246.95  to 
the  City  and  County  in  fiscal  year  1987-88.  The  state  collected 
an  additional  $19,203,415.83  for  deposit  in  the  Local 
Transportation  Special  Fund.  Together  these  items  represent  a 
total  of  $95,994,663  in  additional  tax  revenue  for  the  City  and 
County. 

Please  Note:  The  figures  included  in  the  Cashier  Collection 
report  and  those  in  the  Real  Property  and  Business  Taxes  sections 
statistical  reports  do  not  match.  The  figures  in  the  Cashiers 
section  are  the  amounts  as  originally  collected  and  before 
adjustment.  The  figures  in  the  other  sections,  as  per  the  notes 
on  their  respective  statistical  tables,  represent  the  amounts  as 
adjusted  by  transfers,  duplicates  and  overpayments. 
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SOURCES  OF  REVENUE 

TAX  COLLECTOR'S  OFFICE 

1987-1988 


LiGenses-.-83%— .-  ------    ■ 

Parking  Meters  .95% 

Utility  4.16% 

Parking  Tax  2.69% 


Business  Tax  2.08% 


—  Other  .6% 

Redemption  1.78% 

i Unsecured  Personal 

Property  5.45% 

Supplemental 
Real  Estate  1 .68% 
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PROPERTY  TAX  SECTION 

The  Property  Tax  Section's  primary  responsibility  is  to 
collect,  record,  and  report  payments  of  secured  and  unsecured 
property  taxes  and  special  assessments. 

The  section  operates  in  two  units:  The  Real  Estate  Division 
and  the  Tax  Redemption  Bureau 

Real  Estate  Division 

Tax  collection  begins  with  the  mailing  of  tax  bills.  More 
than  215,000  regular,  escaped  assessment  and  supplemental  tax 
bills  were  mailed  throughout  the  year.  The  biggest  mailing  was  in 
October  when  162,000  secured  property  tax  bills  were  mailed  two 
weeks  earlier  than  the  MBO  target  date  of  November  1.  More  than 
39,000  unsecured  tax  bills  were  mailed  throughout  the  year.  More 
than  15,000  supplemental  tax  bills  were  mailed  during  the  year. 
Because  of  the  nature  of  the  supplemental  roll,  this  meant 
individual  monthly  mailings  rather  than  the  one  big  mailing  for 
regular  secured  roll.  The  mailings  were  handled  promptly  and 
efficiently. 

The  Property  Tax  Section  collected  $447,161,677  in 
1987-1988,  processing  more  than  334,800  payments.  These  payments 
were  recorded  electronically  or  manually  and  reconciled  promptly. 
Collection  reports  were  completed  timely  and  public  service  was 
improved . 

The  public  made  more  than  45,000  inguiries  either  by  mail  or 
telephone  or  by  walking  into  the  Tax  Collector's  Office.  They 
reguested  duplicate  tax  bills,  explanations  of  the  tax  bills  and 
refunds  of  overpayments.  Assessor  and  assessee  errors  cause  roll 
corrections  which  result  in  either  taxes  to  be  paid  or  taxes  to 
be  refunded. 

All  MBO  objectives  were  met  and  are  as  follows: 

1.  To  complete  mailing  of  all  current  year  secured  tax 
bills  by  November  1. 

2.  To   process  within  three  days   all   secured  payments 
received  on  or  before  December  10  and  April  10. 

3.  To  post  and  reconcile  within  sixty  days  all  secured 
payments  received  on  or  before  December  10  and  April  10. 

4.  To   post   and   reconcile   within   forty-five   days   all 
unsecured  payments  received  on  or  before  August  31. 

5.  To  provide  a  listing  of  deliguent  unsecured  accounts  as 
of  August  31  to  the  Investigation  Section  by  October  15. 
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6.   To   mail   100%  of  non-penalty  courtesy  letters  within 
seven  days  of  receipt  from  Cashier. 

Tax  Redemption  Bureau 

This  Bureau  computes  and  processes  payments  of  prior  year 
delinquent  secured  property  taxes.  It  maintains  complete 
listings  and  accounting  records  of  prior  years  delinquent 
property  taxes,  penalties,  costs,  redemption  penalties  and  fees. 
It  also  maintains  complete  records  on  taxes  being  paid  under  the 
five  year  installment  payment  plan. 

In  1987-1988  taxpayers  redeemed  5224  tax  defaulted  parcels 
to  produce  a  revenue  total  of  $14,027,791.  This  represented  an 
increase  of  12  percent  over  the  previous  fiscal  year,  an  increase 
of  $1,449,568.  An  online  automated  financial  system  maintains  the 
accounting  records  for  deliquent  taxes  outstanding  and  collected. 
The  system  provides  inquiry,  update  and  payment  recording 
features . 

The  bureau  handles  a  large  volume  of  telephone  calls  and 
correspondence  as  to  the  interpretation  of  the  State  Revenue  and 
Taxation  Code,  current  tax  status  and  computation  of  taxes  and 
penalties  from  the  general  public,  title  insurance  companies, 
mortgage  companies,  savings  and  loan  companies,  banks  and  tax 
service  agencies.  Its  effective  functioning  demands  a  close 
working  relationship  with  the  offices  of  the  City  Controller,  the 
Assessor  and  the  State  Controller. 

The  Bureau  also  prepares  lists  of  property  that  have  become 
tax-defaulted  and  of  tax-defaulted  property  subject  to  power  to 
sell.  In  compliance  with  State  Law,  the  Delinquent  List  was 
published  in  September  and  the  Notice  of  Power  to  Sell 
Tax-Defaulted  Property  was  published  in  June  in  the  local 
newspaper . 
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BUSINESS  TAX  SECTION 

The  Business  Taxes  Section  is  responsible  for  the 
administration  of  the  Business  Tax,  Payroll  Expense  Tax,  Parking 
Tax,  Utility  Users  Tax,  Hotel  Tax  and  Stadium  Admission  Tax. 

Under  the  direction  of  the  Chief  Auditor,  the  duties  of  the 
division  are  divided  into  (1)  the  administration  of  the  various 
taxes,  and  (2)  the  audit  program. 

The  administration  of  Business  Taxes  involves  maintenance  of 
taxpayer's  files,  collection  of  taxes,  taxpayers  assistance  and 
other  related  duties.  Taxpayers  files  are  continuously  serviced 
to  maintain  the  current  status  of  each  taxpayer.  Currently, 
there  are  56,566  active  taxpayer  accounts  registered  under  the 
Business/Payroll  Tax.  In  addition,  there  are  several  hundred 
accounts  under  the  other  taxes. 

The  Business  Taxes  Division  does  not  actually  receive  and 
deposit  tax  payments  in  cash  or  by  checks,  but  it  must  scrutinize 
each  tax  statement  to  ascertain  the  accuracy  and  propriety  and 
provide  for  proper  accounting  of  the  tax  receipts.  In  the  fiscal 
year,  the  Business  Tax  division  processed  24,000  tax  statements. 
In  addition,  to  maintain  the  current  status  of  the  various 
taxpayer  files,  the  division  made  more  than  140,000  computer 
entries . 

The  primary  function  of  the  audit  program  is  to  verify  the 
accuracy  of  tax  returns  and  to  promote  taxpayer  compliance  with 
the  tax  ordinances  and  regulations.  In  carrying  out  this 
function,  the  audit  staff  produced  $10,117,439  of  tax  deficiency 
billings.  The  extraordinarily  large  amount  of  tax  deficiency 
billing  is  due  mainly  to  the  $6,983,090  of  tax  deficiency  from 
the  audits  of  commercial  property  developers,  financial 
institutions  claiming  exemption  under  the  state  law,  bankruptcies 
and  other  deliquent  taxpayers.  The  collectibility  of  these  cases 
is  dependent  on  legal  and  legislative  interpretation.  It  is 
estimated  that  as  much  as  50%  of  these  billings  may  eventually  be 
uncollectible. 

The  Business  Tax  Section  divided  its  MBO  objectives  into  two 
areas  as  follows: 

1.  Business  Tax  Section: 

a.  To  maintain  or  reduce  the  number  of  delinquent  accounts 
to  be  transferred  to  the  Investigation  Section  for 
collection. 

b.  To  process  90%  of  the  tax  statements  received  by  March  1 
within  13  working  days. 
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c.  To  send  out  determination  statements  to  all  delinquent 
taxpayers  before  July  1st  of  each  year. 

d.  To  maintain  the  maximum  personnel  cost  per  transaction 
processed  by  the  Transportation  Control  Section  under 
$1.84  . 

e.  To  resolve  90%  of  Cashier  inquiries  within  24  hours  of 
receipt . 

f.  To  test  Business/Payroll  Tax  instructions  on  non-Tax 
Collector  personnel  before  sending  them  to  the  taxpayer. 

2 .   The  Audit  Program: 

a.  To  achieve  a  recovery  rate  of  at  least  $180  per  hour 
audit  based  on  ordinary  billing. 

b.  To  produce  .07  audits  per  hour. 

c.  To  produce  a  ratio  six  times  the  recovery  to  cost. 
All  these  objectives  were  successfully  attained. 
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BUREAU  OF  DELINQUENT  REVENUE 

The  Bureau  of  Delinquent  Revenue  serves  as  the  official 
collection  agency  of  the  City  and  County  of  San  Francisco.  All 
departments,  except  the  Public  Utilities  Commission,  Department 
of  Social  Services,  Airport  and  Port  Commission,  are  required  by 
Section  10.38  of  the  Administrative  Code  to  report  all  accounts 
receivable  delinquent  over  90  days  old  to  the  Bureau  for 
col lection . 

The  Bureau  has  two  collection  functions.  First,  it  collects 
delinquent  accounts  receivable  referred  by  other  departments, 
second,  it  submits  demands  and  creditor  claims  to  escrows  and 
bancruptcy  courts  for  unpaid  taxes. 

Although  understaffed,  the  Bureau  increased  its  revenues  by 
11%  to  $6,227,681  for  fiscal  year  1987-1988.  This  is  the  highest 
collection  ever  achieved  by  the  Bureau. 

Due  to  insufficient  resources  to  process  the  heavy  workload 
created  by  San  Francisco  General  Hospital,  the  Tax  Collector 
introduced  a  resolution  to  amend  the  Administrative  Code.  The 
amendment  will  1)  require  departments  to  report  to  the  Bureau 
only  delinquent  accounts  which  are  over  $300,  and  2)  authorize 
the  Bureau  to  assign  any  account  receivable  $2,500  or  less  to  a 
duly  licensed  collection  agency.  The  resolution  will  ensure  all 
accounts  referred  to  the  Bureau  are  processed  to  the  fullest  in 
an  expedient  manner. 

The  Bureau  initiated  a  Request  For  Proposal  for  an  outside 
collection  agency  to  process  approximately  150,000  outpatient 
accounts  that  have  been  backlogged  because  of  insufficient 
resources.  The  RFP  will  be  available  to  outside  vendors  on  August 
15,  1988  and  it  is  expected  that  a  final  contract  will  be  awarded 
by  December  15,  1988.  The  Bureau  estimates  that  the  assignment  of 
backlogged  accounts  will  produce  revenues  in  the  amount  of 
$750,000. 

The  Bureau  will  also  be  adding  5  new  Collection  Officer 
positions  during  fiscal  year  1988-1989.  The  additional  revenues 
produced  by  the  new  positions  will  depend  on  how  quickly  the 
Bureau  can  hire  and  train  the  new  collectors,  and  whether  the 
Bureau  can  obtain  adequate  equipment  for  them.  Due  to  space 
problems  in  the  Tax  Collector's  Office  and  the  possibility  of 
moving,  the  Bureau  does  not  anticipate  obtaining  telephones, 
desks  or  computer  terminals  until  January  1989. 

The   Bureau   will   be   seeking   collectors   experienced  in 

telephone  collections.  This  is  a  new  collection  program  and  the 

Bureau  is  anticipating  good  results  once  the  equipment  is 
obtainable. 
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INVESTIGATION  SECTION 

The  Investigation  Section  conducts  field  investigations 
essential  to  assure  compliance  with  the  tax  codes  and  ordinances 
governing  the  office  of  the  Tax  Collector.  The  section  makes 
these  investigations  for  the  other  sections  in  the  Tax 
Collector's  Office.  For  example,  Investigations  surveys  large 
office  buildings  and  construction  sites  to  ascertain  that  all 
businesses  are  registered  for  business/payroll  taxes.  Likewise, 
it  assists  the  Legal  Section  in  preparing  court  cases  by 
compiling  reports  and  serving  necessary  legal  documents.  The 
section  also  prepares  documentation  and  sues  in  Small  Claims 
Court  on  business,  parking  and  hotel  taxes  of  $1,500  or  less,  as 
well  as  on  all  apartment  house  and  hotel  license  fees. 

This  was  the  best  year  we  have  had  since  we  started  keeping 
records.  This  years  collection  was  $238,054.00  above  our  next 
best  year  which  was  fiscal  year  1985-1986.  We  surpassed  our  last 
years  collection  by  $2,466,344.00.  We  exceeded  last  years 
collection  in  all  four  collection  categories,  Business  Taxes, 
Personal  Property,  Licenses,  and  Hotel  and  Parking  Taxes. 

For  the  first  time  in  three  years  we  started  the  year  at 
full  strength.  The  Principal  Investigator  position  was  finally 
filled  and  this  made  guite  a  difference  in  our  overall  collection 
picture. 

The  program  that  reguired  investigators  to  spend  one  day  a 
week  surveying  the  large  buildings  and  complexes  was  a  success 
once  more.  We  registered  twice  as  many  potential  taxpayers  this 
year  than  we  did  a  year  ago. 

The  Investigation  Section  set  the  following  MBO  objectives. 

1.  To  make  follow-up  contact  on  all  delinguent  accounts  in 
excess  of  $400.00  within  one  year  of  receipt.  This 
objective  was  met  this  past  fiscal  year  by  accelerating 
the  summary  judgment  program. 

2.  To  notify  by  mail  70%  of  taxpayers  with  delinguent 
accounts  of  $400.00  or  less.  The  section  exceeded  this 
objective  by  notifying  85%  of  this  group  of  delinguent 
taxpayers. 

3.  To  have  two  percent  of  all  field  investigations  reviewed 
by  supervisory  personnel  through  taxpayer  contact.  The 
section  met  this  objective. 

4.  To  maintain  the  current  number  of  field  calls.  This 
objective  was  not  met,  because  more  than  the  expected 
number  of  investigators  were  used  in  Real  Estate 
Collection.   In  addition,   one  field  investigator  was 
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assigned  to  an  inside  duty  for  most  of  the  year.  An 
adjustment  will  be  made  in  the  number  of  budgeted  field 
calls  for  the  new  fiscal  year. 

5.  To  register  for  business/payroll  taxes  at  least  1,500 
unregistered  businesses  doing  business  in  San  Francisco. 
This  target  was  met  and  exceeded. 

In  spite  of  all  the  success  we  achieved  this  year  we  ended 
the  year  on  a  negative  note.  One  of  our  investigators  quit  to 
further  his  education,  and  his  position  has  not  been  filled. 

On  the  positive  side  we  have  several  very  innovative 
programs  that  we  anticipate  will  make  the  next  fiscal  year  the 
greatest  in  the  history  of  the  division. 
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LEGAL  SECTION 

The  Legal  Section's  primary  function  continues  to  be  the 
collection  of  delinquent  monetary  claims  coming  under  the  Tax 
Collector's  jurisdiction.  The  majority  of  these  accounts  are 
delinquent  tax  obligations  referred  by  the  Business  Taxes  Section 
and  medical-hospital  claims  referred  from  the  Bureau  of 
Delinquent  Revenue.  Although  the  Legal  Section  utilizes  a  wide 
ranging  array  of  civil  creditor  procedures  to  enforce  payment  of 
these  claims,  its  principal  collection  tool  is  the  civil  suit 
against  the  debtor.  Its  MBO  objective  is  to  collect  $1,000,000  in 
delinquent  revenue  annually  by  filing  60  complaints  and  recording 
28  judgments  per  year.  For  the  third  consecutive  year  Legal 
Section  exceeded  that  goal  by  reporting  total  collection  of 
$2,047,378,  the  highest  annual  collection  ever  reported  by  this 
small  unit. 

To  accomplish  these  objectives,  Legal  Section  is  staffed  by 
four  persons:  The  Class  8190  Tax  Collector  Attorney  functions  as 
the  supervisor.  He  is  assisted  by  one  Class  8173  Legal  Assistant. 
Both  are  supported  by  two  Class  1458  Legal  Stenographers.  This 
section  utilized  a  Wang  OIS  50  Word  Processing  System,  until 
replaced  by  a  Wang  VS  model  VI  during  the  middle  of  the  year,  to 
produce  the  majority  of  the  legal  documents  and  to  catalogue  its 
litigation  inventory.  In  addition  Legal  Section  has  its  own 
small,  but  specialized  legal  reference  library. 

Business  Tax  Section  and  the  Bureau  of  Delinquent  Revenue 
are  the  source  of  the  majority  of  delinquent  accounts  that  Legal 
Section  sues  on  for  collection.  Investigation  Section  screens  the 
delinquent  tax  accounts  from  Business  Tax  Section  and  makes  the 
referral  to  Legal  Section  when  a  threshold  level  of  information 
about  the  account  debtor  is  obtained.  In  addition  Investigation 
Section  provides  litigation  support  for  Legal  Section  by  making 
service  of  legal  documents  and  both  field  and  document 
investigations  when  requested. 

Again,  this  small  unit  suffered  another  serious  impediment 
when  the  more  experienced  legal  secretary  left  the  Tax 
Collector's  office  to  take  a  promotive  position  with  another 
department.  Furthermore  the  legal  assistant  left  her  employment 
in  the  Tax  Collector's  Office  to  begin  a  six  month  maternity 
leave  starting  near  the  end  of  the  fiscal  year.  Neither  position 
has  been  filled  leaving  Legal  Section  with  only  two  employees  to 
carry  on  its  operations  during  the  last  weeks  of  the  year. 

During  the  last  quarter  of  the  fiscal  year  the  unit 
supervisor  has  expended  a  significant  amount  of  time  preparing 
his  recommendations  for  revenue  collection  enhancement  measures 
for  inclusion  in  the  departmental  budget.  These  recommendations 
included  additional  personnel  at  the  attorney  level  and  legal 
assistant  level  and  a  higher  classification  of  secretarial 
support  staff  for  the  anticipated  additional  professional  staff. 
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LICENSE  DIVISION 

The  License  Division  is  responsible  for  the  collection  of 
fees  that  are  mandated  by  part  III  of  the  Municipal  Code.  These 
fees  provide  for  the  cost  of  inspections  of  those  businesses  and 
activities  regulated  by  the  Police  and  Fire  Departments  and  the 
Departments  of  Public  Health  and  Public  Works.  The  Residential 
Parking  Permit  Program  which  was  established  in  July  1977 
continues  to  expand  steadily  and  remain  a  major  collection  and 
administrative  responsibility.  Three  additional  permit  areas  were 
added  this  past  year  bringing  the  total  to  twenty  areas  with  two 
more  areas  to  be  added  in  the  forthcoming  year.  As  in  previous 
years,  summer  youths  and  seasonal  workers  provided  valuable 
support  to  ease  the  workload.  Operating  at  the  current  level  of 
staffing,  it  is  increasingly  difficult  to  meet  our  program 
objectives  to  provide  an  efficient  collection  of  business  license 
fees  and  to  provide  public  service. 

Our  objectives  were: 

1.  To   provide   the   investigation  unit   with   a   list   of   all 
delinquent  apartment  house  license  renewals  by  February  15. 

2.  To  provide  the  Fire  Dept .  and  the  Dept .  of  Public  Health 
with  a  list  of  all  business  licenses  that  are  90  days  delinquent. 

3.  To  investigate  all  questionable  parking  stickers  referred  by 
the  public  or  Traffic  Control,  cancelling  those  in  illegal  use. 

4.  To  process  100%  of  license  renewals  and  applications  within 
30  days  after  the  respective  deadlines  or  expiration  dates. 

5.  To  file  100%  of  licenses  or  permits  within  45  calendar  days 
after  respective  deadlines  or  expiration  dates. 

6.  To  reconcile  file  changes  and  payments  within  15  days  of  the 
end  of  the  month. 

The  License  Division  collected  $6,617,311  in  revenues  in 
fiscal  1987-1988.  The  total  revenues  collected  exceeded  the 
estimated  revenues  by  10%  and  exceeded  1986-1987  actual  revenues 
of  $5,817,000  by  $800,000.  Concerted  efforts  between  the  License 
Division  and  the  regulating  agencies  have  contributed  to  the 
increase  of  revenues.  1987-1988  was  focused  on  escalating 
collection  of  apartment  house  license  fees  by  reorganizing  file 
maintenance.  This  effort  resulted  in  a  66%  reduction  in 
delinquent  apartment  billings.  The  division  had  estimated  these 
revenues  at  $2,482,000  but  exceeded  our  estimate  by  22.5%  or 
$560,258  for  a  total  apartment  house  collection  of  $3,042,258. 
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PARKING  METER  DIVISION 

The  Parking  Meter  Section  supervises  the  collection, 
sorting,  counting,  and  depositing  of  all  parking  meter  revenues 
for  the  City  and  County  of  San  Francisco  except  for  those 
belonging  to  the  Port  Authority.  The  division  also  collects, 
compiles  and  analyzes  the  statistical  information  generated  by 
the  collections  with  the  purpose  of  maximizing  revenues  while 
containing  or  reducing  costs.  This  section  also  co-ordinates  the 
necessary  exchange  of  information  and  planning  among  the  several 
City  departments  that  share  responsibility  for  the  various  facets 
of  the  City's  parking  meter  system.  It  works  with  the  Traffic 
Division  of  the  Department  of  Public  Works  which  makes  the 
decisions  as  to  where  parking  meters  will  be  installed  or 
removed;  the  Department  of  Electricity  which  actually  installs 
and  maintains  the  meters  (This  unit  will  be  part  of  Traffic 
Engineering  and  Operations  of  the  Department  of  Public  Works  as 
of  July  1,  1988.);  the  Police  Department  which  provides  security 
for  the  system  and  enforces  the  parking  regulations;  and  the 
Parking  Authority  which  funds  both  the  maintenance  of  the  system 
and  the  cost  of  the  counting  and  collection  from  their  share  of 
the  parking  meter  revenues. 

The  Tax  Collector's  Office  contracted  the  actual  collection 
of  the  parking  meter  revenues  to  a  private  firm  under  the 
authorization  of  Charter  Section  8.300-1  (Proposition  "J").  Until 
last  year  it  also  contracted  the  sorting,  counting,  and 
depositing  of  these  funds  under  the  same  provision  of  the  City 
Charter.  This  process  saved  the  City  and  County  substantial 
amounts  of  money  when  compared  to  what  the  same  work  would  have 
cost  if  done  by  employees  of  the  City  and  County.  The  collection 
is  still  contracted  out  to  Burns  International  Security  Services, 
but  the  sorting,  counting  and  depositing  has  been  done  by  the 
counting  room  of  the  San  Francisco  Municipal  Railway  for  the 
second  year  in  a  row  when  the  City  was  again  unable  to  find  a 
contractor  to  provide  this  service.  The  Tax  Collectors  office 
made  extended  efforts  to  find  a  contractor  but  legal  problems 
frustrated  all  negotiations.  Nonetheless,  this  office  worked  to 
create  conditions  under  which  we  might  be  able  to  find  a 
contractor  for  this  service. 

Parking  meter  collections  grew  from  $6,837,450  in  fiscal 
1986-1987  to  $7,608,187  in  fiscal  1987-1988.  This  represents  an 
increase  of  11.3%.  In  Parking  Meter  Areas  Two  and  Four  this 
increase  was  16.5%  and  16.2%  respectively.  These  areas  account 
for  the  northwest  quadrant  of  the  City.  Parking  Meter  Area  One 
which  consists  of  the  Sunset  and  Richmond  areas  had  an  increase 
of  3.1%  while  Parking  Meter  Area  Three  showed  an  increase  of 
7.7%.  The  average  daily  collection  jumped  from  $27,241  per  day  at 
the  beginning  of  the  fiscal  year  to  $30,687  at  the  end,  a  gain  of 
over  $3,000  per  day.  The  total  number  of  parking  meters  grew  from 
18,578  at  the  beginning  of  the  year  to  19,705  meters  of  which 
1,153  were  in  off  street  parking  lots,  a  6.1%  increase. 
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The  section  had  the  following  Management  by  Objective  goals 
which  were  met  in  fiscal  1987-88. 

1)  To  monitor  collection/counting  contracts  on  a  monthly 
basis  to  increase  cost  effectiveness.  The  division 
achieved  a  cost  to  collection  ratio  of  under  7%.  This 
represents  an  increase  of  one  per  cent  over  the  previous 
year  which  was  caused  by  the  cost  of  doing  the  counting 
in  house. 

2)  To  monitor  collection  routes  through  random  surveillance 
within  all  zones  on  a  monthly  basis. 

3)  To    conduct    surprise    quarterly    inspections    and 

inventories  of  all  collection  equipment  and  counting 
facilities . 

The  parking  meter  rate  increase  for  1988-1989  will 
complicate  the  coming  fiscal  year.  The  parking  meter  routes  will 
have  to  be  redrawn  to  accommodate  the  anticipated  increase  in 
collections  .  As  much  as  possible  this  will  be  planned  in  advance 
but  a  50%  increase  in  the  rates  will  create  many  changes  in  what 
now  seem  like  established  parking  patterns.  The  Parking  Meter 
section  will  be  required  to  respond  to  these  as  they  happen  and 
to  help  the  collection  contractor  cope  with  the  necessary  changes. 
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ANNUAL  REPORT  OF  THE  TREASURER-TAX  COLLECTOR 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 

AS  OF  JUNE  30,  1989 

FOR 
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SYNOPSIS 

The  Office  of  Treasurer  of  San  Francisco  is  an  elective 
office  which  has  been  in  existence  since  1850.  In  fact,  during 
the  period  from  1850  to  1856  there  were  two  Treasurers  -  one  for 
the  City  and  one  for  the  County,  since  prior  to  1856  San 
Francisco  County  embraced  nearly  all  of  San  Mateo  County. 
Following  the  Consolidation  Act  of  1856,  San  Francisco  became  a 
combined  City  and  County.  We  are  the  only  combined  City  and 
County  in  the  State  of  California.  The  Treasurer  is  basically 
the  banker  and  investment  officer  for  the  citizens  of  San 
Francisco.  In  July  of  1979  a  Charter  amendment  added  the  office 
and  duties  of  Tax  Collector  to  the  responsibilities  of  the 
Treasurer.  The  following  report,  dealing  specifically  with  the 
fiscal  year  ended  June  30,  1989,  contains  comparative  statistics 
and  information  covering  the  past  five  years  of  investment 
activity  and  five  years  of  tax  collector  revenues. 

In  managing  the  investment  functions  and  day-to-day 
operations  of  a  cash  management  program,  the  Treasurer  is 
responsible  for  an  overall  portfolio  which  is,  at  the  present 
time,  slightly  in  excess  of  $1.2  Billion.  In  administering  this 
portfolio  the  basic  objectives,  in  order  of  priority,  are  1)  the 
preservation  of  capital,  2)  availability  of  funds,  and  3)  yield 
(favorable  return  on  investment  without  undue  compromise  of  the 
first  two  objectives).  We  are  guided  in  our  choice  of 
investments  by  the  California  State  Government  Code  which  allows 
for  a  fairly  wide  range  of  investment  alternatives,  such  as  Time 
Deposits  in  banks  and  savings  and  loan  associations,  Negotiable 
Certificates  of  Deposits,  U.S.  Treasury  Bills,  Notes  and  Bonds, 
various  Federal  Agencies  issues,  Bankers  Acceptances  and 
Commercial  Paper.  Strictly  excluded  from  allowable  investments 
are  such  things  as  real  estate  and  common  stock. 

Each  month  the  entire  portfolio  is  "marked  to  market".  This 
report  and  other  details  of  performance  activity  and  results  are 
submitted  to  the  Mayor  and  the  Board  of  Supervisors.  Return  on 
investment  is  among  the  highest  in  the  State  and  the  portfolio 
reflects  the  highest  quality  of  investment  alternatives.  We  take 
great  pride  in  that  over  the  past  five  years,  we  earned  over  $496 
Million  with  full  liquidity  and  safety  of  all  funds. 


In  managing  the  cash  flow  of  the  City  and  County  the 
Treasurer  works  closely  with  all  departments  to  assure  that  all 
funds  due  are  received  and  deposited  as  quickly  as  possible.  In 
order  to  accomplish  this  the  Treasurer  has  negotiated  contracts 
with  various  banks  for  such  things  as  lockbox  and  credit  card 
services.  The  Treasurer's  office  disburses  cash  for 
approximately  2.3  million  warrants  issued  by  the  Controller, 
amounting  to  over  $2.5  Billion  each  year.  It  should  be  noted 
that  the  Treasurer's  office  does  not  issue  warrants,  nor  have  any 
control  over  the  budget  approvals  or  expenditures.  We  make  sure 
the  cash  is  available  to  honor  warrants  issued  to  cover  approved 
expenditures.  In  addition,  we  receive,  verify  and  pay  all 
matured  general  obligation  bonds  and  coupons  which  amounted  to 
almost  $23  Million  in  1988-89,  as  well  as  book  entry  bond 
redemption  and  interest  which  was  wired  to  the  Depository  Trust 
Company  in  the  amount  of  $5.2  Million.  An  additional  $5.5  Million 
was  wired  to  paying  agents  for  interest  and  redemption  of  various 
Revenue  Bonds . 

The  tax  collection  responsibility  of  the  Treasurer  includes 
the  collection  of  Real  Estate  Taxes,  numerous  Licenses  and 
Permits,  Business  Taxes,  Investigations,  Parking  Meters,  and  the 
collection  of  Delinquent  Accounts  due  to  other  City  departments. 
Annual  revenue  collections  have  increased  from  $618  Million  to 
$869  Million  over  the  past  five  years.  Substantial  detail  on  the 
tax  collection  activities  is  provided  in  the  body  of  this  report. 

In  summary,  the  Treasurer  collects,  protects  and  maximizes 
return  on  all  funds  due  to  the  citizens  of  the  City  and  County  of 
San  Francisco. 


ORGANIZATION  AND  BUDGET 

Very  briefly,  the  organization  appears  as  follows: 

TREASURER 

Chief  Assistant  Treasurer      Tax  Administrator 

Deputy  Tax  Administrator 
Treasury  Division 

Cashier  Property  Tax 

Bonds  &  Coupons  Business  Tax 

Audits 
Chief  Investment  Officer  Licenses  &  Permits 

Parking  Meters 
Investments  Delinquent  Revenue 

Cash  Management  Legal 

The  Treasurer-Tax  Collector  Department  had  budgeted 
expenditures  of  $8,084,235  for  the  fiscal  year  1988-89,  with  a 
total  of  161  positions.  An  Administration  Division  provides 
centralized  support  services  to  the  programs  and  activities  of 
the  Treasurer-Tax  Collector  Department.  Goals  and  achievements 
of  the  various  divisions  are  detailed  in  the  following  pages  of 
this  report. 


TREASURY  DIVISION 

The  Treasury  Division  consists  of  two  sections  -  a  Cashier 
Section  and  a  Bonds  and  Coupons  Section.  The  Division's  goal  is 
to  account  for  receipts  of  all  funds  deposited  by  City 
departments,  redemption  of  Controller's  warrants  and  the 
disbursement  of  funds  for  other  legal  obligations. 

The  Treasury  Division  also  accepts  various  assets  such  as 
securities,  deposits,  bail  bonds  and  miscellaneous  assets  from 
departments  and  holds  them  in  a  special  custody  safe.  These 
items  were  held  in  joint  custody  with  the  Controller,  requiring 
representatives  of  both  departments  to  accept  or  surrender  these 
assets  from  the  various  departments.  A  change  in  the  San 
Francisco  Administrative  Code  (Section  10.81-1)  was  approved  in 
March  1986,  making  the  Treasurer  solely  responsible  for  these 
items  and  authorizing  the  Treasurer  to  establish  rules  and 
regulations  for  the  safe  custody  of  all  money  and  property  in  her 
possession  or  under  her  control.  As  a  result  of  this  change  a 
special  PC  program  has  been  established  to  record  all  necessary 
information  on  these  items  as  well  as  regular  written  contact 
with  the  various  departments  involved  concerning  current  activity 
and  status  of  the  assets. 

The  Controller's  Internal  Audits  Division  routinely  examines 
the  activities  of  the  Treasurer's  office  including  monthly 
verification  of  cash  on  hand.  In  addition,  an  outside  major 
accounting  firm  audits  our  activities  in  connection  with  the 
publication  of  the  Controller's  Annual  Financial  Statements. 

The  Treasurer  also  works  with  the  Controller,  Legal  Counsel, 
Financial  Advisors  and  other  departments  in  connection  with  the 
issuance  of  various  bond  issues.  During  fiscal  year  1988-89, 
$12,000,000  of  the  Street  Improvement  Bonds  (Series  1989B)  and 
$12,000,000  of  the  Library  Facilities  Project  Bonds  (Series 
1989A)  were  issued.  These  bonds  were  fully  registered  in  the  name 
of  Cede  &  Co.  as  nominee  of  the  Depository  Trust  Company  and, 
therefore,  available  to  ultimate  purchasers  only  under  the  book 
entry  system. 

Additional  responsibilities  include  absent  heir  deposits  and 
payments  pursuant  to  State  Probate  Code  1060;  processing  and 
reconciling  street  improvement  deposits  and  payments  authorized 
under  the  1934  Street  Improvement  Ordinance;  and  Trustee  duties 
in  connection  with  deferred  payment  settlement  trust  funds 
resulting  from  large  claims  against  the  city. 

Cashier  Section:  This  section  is  responsible  for  the  receipt  of 
all  City  and  County  moneys  and  checks  either  through  direct  bank 
deposits,  lockbox  operations  or  Treasurer's  receiving  window; 
payment  of  all  Controller  warrants  through  our  Clearing  House 
bank  and  also  through  Cashier  windows;   reconciliation  of  the 


above  receipts  and  disbursements  with  total  cash  on  a  daily 
basis;  daily  and  monthly  reconciliation  of  Treasurer  checking 
accounts;  and  daily  input  and  detailed  reconciliation  to  FAMIS 
(Financial  Accounting  and  Management  Information  System) 
reports.  All  checks  received  through  the  Treasurer's  Receiving 
window  are  encoded  and  microfilmed  before  deposit  to  the  bank. 
Internal  control  is  achieved  by  division  of  duties  between 
receiving  cashier,  vault  cashier,  paying  cashiers,  reconciliation 
cashiers  and  clerks,  and  the  accountants. 

The  primary  objective  of  the  Cashier  Section  is  to  "process 
and  account  for  the  receipt  of  collections,  departmental  deposits 
and  disbursements  made  through  the  Cashier  by  the  close  of  the 
same  business  day".  The  Cashier  unit  accomplished  this  objective 
during  the  fiscal  year. 

In  1987-88,  2,283,000  warrants  were  processed,  approximately 
10,000  less  than  last  year. 

Total  receipts  amounted  to  $2,960,840,000  while 
disbursements  totaled  $2,668,601,000,  resulting  in  a  June  30, 
1989  cash  and  equity  balance  of  $1,293,496,000. 

Since  the  arrival  of  the  NCR  Remittance  Processing  System  in 
November,  1980,  the  Cashier  Section  personnel  have  become 
involved  with  the  encoding  of  deposit  checks  for  direct 
remittance  to  various  banks.  This  process  provides  earlier 
investments  of  funds  for  higher  interest  earnings  for  the  City. 
In  September,  1982,  the  Cashier  Section  personnel  expanded  the 
usage  of  the  NCR  Remittance  Processing  System  to  include  encoding 
all  Controller  warrants  redeemed  by  our  cashiers,  and  processing 
mutilated  warrants  from  our  Clearing  House  bank  to  create  a 
computer  tape  of  encashed  warrants.  This  encoding  and  tape 
creation  process  was  previously  done  by  Controller's  ISD 
personnel.  This  tape  created  in  our  office,  together  with  the 
tapes  provided  by  the  Clearing  House  bank  for  Controller  warrants 
redeemed  through  the  bank,  is  entered  into  the  Warrant 
Reconciliation  System  as  our  daily  encashed  warrants.  As  the 
warrant  reconciliation  process  is  revised  to  be  more  efficient, 
our  personnel  are  ready  and  willing  to  adapt  to  the  changes  with 
the  new  problems  and  perform  in  a  competent  manner. 


BOND  AND  COUPON  SECTION.  The  objective  of  the  Bond  and 
Coupon  Section  is  "to  complete  the  redemption  of  general 
obligation  bonds  and  bond  interest  coupons  on  date  of  maturity". 
This  section  receives,  verifies  and  pays  all  matured  bonds  and 
coupons  either  locally  or  through  CITIBANK,  The  City's  fiscal 
agent  in  New  York  City.  Through  perseverance  and  dedication  to 
guality  control,  the  staff,  consisting  of  one  bond  supervisor  and 
one  clerk,  has  continously  fulfilled  this  objective.  During 
fiscal  year  1988-89,  45,440  bonds  and  coupons  amounting  to 
$23,224,275  were  redeemed.  All  matured  bonds  and  coupons 
presented  for  redemption  by  person  or  mail  were  promptly  and 
satisfactorily  paid.  In  1988-89  there  were  55  transactions 
involving  458  new  registrations  and  reregistrations  of  general 
obligation  bonds. 

INVESTMENT  DIVISION 

The  goal  of  the  Investment  Division  is  "to  administer  and 
control  the  investment  of  all  moneys  in  the  Treasurer's  custody 
that  are  not  required  for  payment  of  current  obligations  for  the 
purpose  of  maximizing  interest  income  while  preserving  the 
liquidity  and  safety  of  the  principal",  with  the  objective  "to 
maintain  all  surplus  funds  in  investments  which  can  be  monitored 
and  easily  liquidated". 

In  1988-89,  the  above  goal  and  objective  were  met  with 
outstanding  success  by  the  cash  management  and  investment  staff. 
In  1988-89  total  interest  received  amounted  to  $94,373,209  with 
an  annual  earned  yield  of  8.651%  as  compared  to  $76,335,025  and 
8.54%  for  1987-88.  The  Investment  Division,  through  effective 
investment  practices,  received  for  the  City  $18,038,184  more  in 
investment  income,  an  increase  of  23.6%  from  1987-88. 

The  unapportioned  interest  received  from  pooled  funds  in 
1988-89  totaled  $69,116,349  with  an  annual  yield  earned  of  8.481% 
as  compared  to  $69,341,023  and  8.637%  for  1987-88.  The  decrease 
of  $224,674,  as  projected  in  the  1987-88  annual  report,  was  due 
to  the  continued  volatility  (inverted  yield  curve)  in  interest 
rate  conditions.  The  average  rate  of  return  of  8.651%  is 
appropriate  to  the  average  rate  earned  by  the  State  Local  Agency 
Fund  of  8.669%  and  the  average  effective  ninety  (90)  day  Treasury 
Bill  rate  of  8.13%.  Many  of  the  Bond  Funds  managed  by  the 
Investment  Division  are  subject  to  the  Tax  Reform  Act  of  1986 
which  limits  arbitrage  profits  that  can  be  enjoyed  by  the  City 
and  County  of  San  Francisco. 

The  Investment  Division  employs  a  specialized  computer 
system  "Moneymax" ,  electronic  financial  services-  "Telerate",  Dow 
Jones  Capital  Markets,  Technical  Data,  the  Money  Market  Observer 
and  other  institutional  data  banks.  In  addition,  direct  wire 
lines  are  maintained  by  investment  houses  (primarily,  government 
dealers),  which  enable  the  Chief  Investment  Officer  to  maximize 


interest  income  and  earned  interest  yield  as  reflected  in  the 
schedule  of  Portfolio  Statistics.  The  installation  of  a  personal 
computer  (PC)  along  with  an  appropriate  modem  allows  the 
investment  staff  to  retrieve  daily  bank  balances  and  supporting 
reports.  Further,  the  PC  is  able  to  produce  financial  reports  to 
enable  the  Treasurer's  staff  to  review  trends  and  results  and 
assist  in  future  investment  decisions. 

The  implementation  of  direct  bank  deposits  during  the  early 
1970 's,  whereby  departments  deposit  their  receipts  directly  to 
local  branches  of  Bank  of  America,  the  City  and  County's 
concentration  bank,  continues  to  accelerate  cash  flow  into  the 
Treasury.  Lockbox  procedures  are  in  effect  for  processing  invoice 
receipts,  Municipal  Court  parking  and  traffic  citation  receipts. 
Tax  collection  receipts  and  other  City  department  receipts  are 
received  for  processing  through  an  NCR  Remittance  Processing 
System  for  direct  bank  remittance.  These  procedures  provide  early 
deposit  of  receipts  plus  reduced  bank  charges. 

The  Investment  Staff  continually  monitors  and  invests  all 
funds  that  flow  through  the  remittance  processing  system  by 
electronic  access.  All  funds  are  transferred  by  Fed-wire  to  the 
concentration  account  for  Controller  disbursement  or  Treasurer 
investment . 

Besides  the  aforementioned  procedures,  credit  cards  are 
accepted  for  payment  of  traffic  fines,  towing  and  storage  fees, 
and  misdemeanor  bails  which  has  resulted  in  the  reduction  of  bad 
checks,  acceleration  of  payments  and  immediate  availability  of 
funds  for  investment.  In  addition  to  the  investment  of  those 
funds  mentioned  above,  the  Investment  Division  also  invests  funds 
received  from  the  Transit  Impact  Fee.  The  fee  is  collected  from 
developers  of  new  commercial  space  within  the  City's  downtown 
area.  Pursuant  to  a  court  order,  and  until  completion  of  all 
court  proceedings,  funds  are  invested  in  ninety  (90)  day  Treasury 
Bills.  As  of  June  30,  1989,  the  balance  of  these  fees  totaled 
$3,669,386.  This  balance  is  a  reduction  from  prior  year  total  due 
to  favorable  court  decisions  on  various  Impact  Accounts  which 
have  allowed  funds  to  be  transferred  to  the  City  and  County  of 
San  Francisco,  Public  Utilities  Commission. 

The  position  of  Cash  Manager  was  staffed  for  the  entire 
fiscal  year  reducing  the  burden  of  the  Chief  Investment  Officer. 
The  Cash  Manager's  primary  responsibilities  include:  compliance 
of  the  Charter  mandate  that  all  revenues  deposited  with  City 
departments  are  received  and  receipted  in  the  Treasurer's  Office 
by  the  next  business  day;  analyzes  cash  flow  throughout  the  City 
and  develops  a  cash  flow  system;  initiates  and  modifies  cash  flow 
procedures;  establishes  and  maintains  banking  relationships; 
advises  and  makes  recommendations  to  City  and  County  department 
personnel  regarding  cash  management  procedures  and  policies;  and 


assists   the   Chief   Investment   Officer   in   administering   cash 
management  and  investment  policies. 

Extended  use  of  these  various  procedures  to  other  programs 
is  an  ongoing  process  and  continues  to  increase  revenues  and 
provides  improved  taxpayer  assistance  while  containing  costs. 

The  South  Africa  Divestment  Ordinance,  effective  March  10, 
1986,  had  been  anticipated  by  the  Treasurer  and  Investment 
Division  staff  and  conseguently,  there  were  no  investments  in  the 
portfolio  which  were  in  conflict  with  the  City's  divestment 
policy.  Subseguent  to  the  enactment  of  the  ordinance,  all 
financial  institutions  were  sent  appropriate  affidavits  to 
comply  with  the  ordinance  provisions.  All  institutions  with  City 
deposits  have  returned  signed  affidavits.  Additionally,  all 
financial  transactions  are  reviewed  to  be  sure  that  we  are  in 
compliance  with  the  ordinance. 

All  financial  institutions  were  advised  of  the  City's 
MacBride  Principles'  Ordinance  which  pertains  to  fair  employment 
practices  in  Northern  Ireland.  It  is  the  policy  of  the  Treasurer 
to  support  these  principles  and  encourage  financial  institutions 
to   assist   those   companies   which   abide   by   the   principles. 
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TAX  COLLECTION  DIVISION 

The  office  of  the  Tax  Collector  receives  and  deposits  all 
monies  for  taxes,  licenses  and  other  fees  due  the  City  and  County 
under  the  direction  of  the  Treasurer,  in  accordance  with  the 
provisions  of  the  Charter  and  the  City's  Administrative  Code.  It 
also  provides  the  collection  of  delinquent  accounts  for  other 
City  departments.  In  order  to  be  effective  this  work  requires 
coordination  with  other  agencies  of  the  City  and  County,  the 
Board  of  Supervisors  and  the  State  of  California,  as  well  as 
other  tax  administrators  and  policy  bodies. 

The  office  aims  to  provide  an  equitable  and  efficient 
collection  of  property  taxes,  business  taxes,  licenses,  and 
parking  meter  revenues  in  accordance  with  State  law  and  City 
ordinances,  and  at  the  same  time  maximize  the  investment  return 
by  expeditiously  processing  and  depositing  receipts. 

The  Tax  Collector  supervises  eight  operating  sections: 
Cashier,  Real  Estate,  Business  Taxes  and  Audits,  Delinquent 
Revenue  Collection,  Investigation,  Legal,  License  and  Parking 
Meters.   The  sections  have  the  following  basic  goals: 

1.  To  provide  centralized  administrative  services  for  the 
department  and  support  services  to  divisional  program  activities. 

2.  To  provide  for  the  centralized  collection  of  secured  and 
unsecured  property  taxes  for  local  government  taxing  agencies 
within  the  City  and  County  of  San  Francisco. 

3.  To  maintain  a  post  audit  program  to  determine  the 
accuracy  of  taxpayer  reports  and  to  levy  additional  taxes  if  the 
audit  indicates  an  underpayment. 

4.  To  administer  and  collect  the  Business  Tax,  the  Payroll 
Expense  Tax,  Parking  Tax,  Utility  Tax,  Stadium  Admission  Tax,  and 
Transient  Occupancy  Tax. 

5.  To  provide  for  the  centralized  collection  of  accounts 
delinquent  in  excess  of  90  days  for  all  City  and  County 
Departments  except  those  under  the  jurisdiction  of  the  Public 
Service  Enterprises,  and  to  provide  for  the  resolution  of  all 
delinquent  taxpayer  accounts. 

6.  To  collect  fees  for  Licenses  and  Permits  which  are 
required  by  Municipal  Code,  Part  III;  to  collect  the  Dog  License 
Fees;  and  to  determine  eligibility  for  preferential  parking 
permits  in  selected  residential  areas  and  collect  fees  for  same. 

7.  To  administer  and  account  for  the  collection  of  Parking 
Meter  Revenues. 
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The  function  of  each  section  is  described  in  more  detail  in 
the  body  of  this  report.  They  also  include  individual  program 
goal  statements  directed  towards  the  achievement  of  timely  and 
guality  public  service.  Together  they  express  the  main  objective 
of  the  Tax  Collector's  Office:  to  maximize  the  City  and  County 
services  and  functions. 

HIGHLIGHTS  FOR  FISCAL  1988-1989 

In  addition  to  again  processing  the  December  and  April  Real 
Estate  Collections  within  two  days,  the  Real  Estate  Section 
conducted  an  auction  of  Tax  Defaulted  Properties  Subject  to  Sale 
as  required  by  the  State  Revenue  and  Taxation  Code.  This  returned 
the  properties  so  sold  to  the  active  tax  rolls.  The  section  began 
with  over  a  hundred  properties  which  had  been  tax  defaulted  for 
over  five  years.  By  the  time  of  the  sale  in  April  their  owners 
had  redeemed  all  but  five  of  the  tax  defaulted  properties  subject 
to  sale  by  paying  all  back  taxes  and  penalties.  The  Tax  Collector 
proceeded  to  sell  four  of  the  five  remaining  properties  while 
withdrawing  the  fifth  at  the  request  of  the  State  Controller's 
Office.  The  regular  sale  by  sealed  bid  or  public  auction  of  Tax 
Defaulted  Property  Subject  to  Sale,  in  addition  to  being  required 
by  law,  remains  the  department's  chief  tool  in  securing  the 
payment  of  delinguent  Real  Estate  taxes  and  penalties. 

Real  Estate  Tax  revenues  rose  significantly  in  all 
categories.  The  Real  Estate  Division  collected  $483,583,502  as 
against  $447,161,677  for  the  previous  year.  The  amounts  collected 
for  Supplemental  Secured  and  Supplemental  Unsecured,  which  are 
included  in  the  above  totals,  represent  the  greatest  percentages 
of  improvement  in  revenues.  This  years  Supplemental  Secured  Real 
Property  revenues  amounted  to  $16,308,405  compared  to  $12,796,431 
for  the  previous  fiscal  year,  an  increase  of  27%.  Supplemental 
Unsecured  revenues  showed  an  increase  of  62%  over  those  of  the 
previous  year,  a  collection  of  $2,927,453  in  fiscal  1988-89 
compared  to  $1,803,364  in  1987-88. 

The  Business  Tax  Section  collected  a  record  $253,045,550  as 
against  $232,644,016  in  fiscal  1987-1988.  The  new  Business 
Registration  Fee  accounted  for  $8,183,000  of  this  sum.  The 
Payroll/Business  Tax  collections  which  included  the  Business 
Registration  Fee  increased  by  18.1%  over  those  of  the  previous 
year.  The  Parking  Tax  which  is  levied  against  off  street  spaces 
amounted  to  $22,559,303  compared  to  $21,246,015  in  the  previous 
year,  a  6.2%  improvement.  Hotel  Tax  revenues  rose  from 
$60,338,865  in  fiscal  1987-88  to  $65,219,006  in  fiscal  1988-89, 
an  additional  8%. 

The  Audit  Division  completed  803  audits  of  firms  in 
connection  with  the  payment  of  Business/Payroll  taxes,  Parking  or 
Hotel  taxes.  These  resulted  in  audit  deficiency  billings  of 
$7,788,896  which  increased  its  audit  billing  per  hour  to  $800 
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over  the  previous  year's  $717.  This  raised  the  average  billing 
per  audit  to  $9,700  as  compared  to  the  previous  year's  $7,789. 

The  Bureau  of  Delinquent  Revenue  managed  to  increase  its 
collection  in  the  Escrow  and  Bankruptcy  section  by  an 
overwhelming  168%.  This  caught  up  the  greater  portion  of  their 
backlog  in  this  section.  As  a  result  overall  collection  in  the 
division  increased  by  $1,887,011. 

The  Legal  Section  managed  to  exceed  its  goal  of  collecting 
$1,500,000  by  $602,817.  This  represented  a  32%  increase  in 
complaints  filed.  The  section  believes  these  increases  resulted 
from  the  additional  personnel  added  in  this  year's  budget. 

For  the  second  consecutive  year  the  Investigation  Section 
collected  more  than  seven  million  dollars.  The  average  collection 
per  call  increased  to  $458  over  last  years  $430  per  call. 

Parking  Meter  Revenues  escalated  from  $7,608,187  last  fiscal 
year  to  $9,089,663  in  fiscal  1988-1989.  This  represented  an  19.4% 
increase.  The  bulk  of  it  resulted  from  the  first  parking  meter 
rate  increase  in  eight  years.  But  the  Parking  Meter  unit 
maximized  that  increase  by  prioritizing  the  meters  to  be  changed 
on  the  basis  of  their  percentage  of  return  regardless  of  the 
rate.  This  accelerated  the  City  and  County's  return  on  the 
increase  and  resulted  in  a  minimun  of  an  additional  $600,000  in 
collections.  Consequently  the  City  and  County  achieved  the 
greatest  possible  advantage  from  the  rate  increase. 

As  a  result  of  a  pilot  test  conducted  by  this  office  on 
Wang's  newest  generation  of  low  end  systems,  the  Tax  Collector 
replaced  the  old  Wang  VS6  system  with  a  new  Wang  VS5000.  This 
allowed  use  of  the  system  to  expand  to  include  the 
Administrative,  Legal,  Parking  Meter,  Delinquent  Revenue  and 
Investigative  divisions.  The  Business  Tax  Unit  at  25  Van  Ness  is 
now  provided  with  its  own  Wang  VS5000. 

The  Tax  Collector's  office  collected  a  total  of  $869,239,336 
in  fiscal  1988-1989.  This  exceeds  the  total  collection  for  the 
previous  year,  $795,914,640,  by  $73,324,696  and  represents  an 
9.2%  increase  in  overall  revenues. 
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MANAGEMENT  INFORMATION  SECTION 

The  Tax  Collector's  office  continued  its  transition  to  full 
office  automation  in  FY  88-89.  Our  M.I.S.  Manager  conducted  a 
pilot  test  of  Wang's  newest  generation  of  low  end  systems,  which 
resulted  in  our  upgrading  from  a  VS6  to  a  VS5000.  Four  of  the 
seven  divisions  in  the  office  are  currently  active  users  of  the 
system:  Administration,  Legal,  Delinguent  Revenue  and 
Investigations.  In  FY  1989-90  the  three  remaining  divisions  in 
City  Hall  will  be  brought  on  as  users:  License,  Property  Tax  and 
Cashier.  The  Business  Tax  division  will  be  relocated  to  25  Van 
Ness  in  the  first  guarter  of  FY  1989-90,  and  they  will  have  their 
own  VS5000  installed. 

We  currently  have  a  telecommunications  line  connecting  us  to 
the  IBM  mainframe  computer  in  City  Hall,  and  all  Wang 
workstations  are  used  for  both  Wang  work  (data  and  word 
processing)  and  for  mainframe  file  access.  In  FY  1989-90  we  plan 
to  install  additional  telecommunications  lines  which  will  connect 
us  to  both  the  Business  Tax  division's  VS5000  at  25  Van  Ness  and 
the  County  Clerk's  Wang  system  in  City  Hall. 

One  of  the  main  data  processing  goals  of  the  Tax  Collector's 
office  is  to  transition  away  from  total  dependence  on  the 
Controller's  I.S.D.  for  data  processing  services.  During  FY 
88-89  we  laid  the  foundation  for  applications  development  on  our 
Wang  VS5000  by  acguiring  data  base  software  and  establishing  our 
development  priorities.  We  also  received  approval  to  hire  an 
1818  M.I.S.  Specialist  II  in  FY  89-90  to  help  carry  out  our 
office  automation  plans,  which  include  development  of  data  base 
and  spreadsheet  applications  for  all  divisions  in  the  office. 

Development  continued  throughout  FY  88-89  on  our  new 
Business  Tax  System.  A  team  composed  of  users  from  the  Business 
Tax  division,  our  M.I.S.  Manager,  and  analysts  from  I.S.D.  worked 
throughout  the  year  on  this  project,  completing  the  Detailed 
Study  Report  and  the  bulk  of  the  Draft  Reguirements  Statement. 
This  is  one  of  the  City's  first  full-scale  structured  analysis 
and  design  projects  using  STRADIS,  and  is  playing  a  central  role 
in  I.S.D. 's  efforts  to  define  standards  for  every  aspect  of  the 
systems  development  cycle.  Implementation  of  the  new  system  is 
scheduled  for  mid-1990. 

The  Tax  Collector's  office  continues  to  help  in  defining  and 
improving  information  services  throughout  the  CCSF.  The  Deputy 
Tax  Administrator  serves  as  a  member  of  EISPC,  and  the  M.I.S. 
Manager  participates  in  a  number  of  user  groups  and  committees 
which  work  on  issues  involving  data  processing  within  CCSF.  We 
are  committed  to  improving  our  operations  and  increasing  our 
revenues  within  the  department  through  the  appropriate  use  of 
technology,  and  to  working  with  other  users  and  planners  to  help 
other  CCSF  departments  realize  these  same  goals. 
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CASHIER  SECTION 

The  Cashier  Section  receives  and  accounts  for  all 
payments  of  taxes,  licenses,  and  other  revenues.  This  includes 
both  those  payments  made  over  the  counter  in  cash  or  by  check 
and  all  payments  received  in  the  mail.  The  section  maintains  a 
positive  control  of  all  payments  by  a  system  of  numeric 
identification  and  microfilming  the  checks  connected  with  each 
payment.  The  division  balances  each  type  of  revenue  separately 
and  deposits  the  sum  of  revenue  collected  with  the  Treasurer 
daily. 

The  Cashier  Section  also  opens,  sorts,  and  processes  all 
mail  received  by  the  Tax  Collector's  Office.  All  checks  with 
proper  supporting  documents  are  processed  immediately.  Checks 
without  proper  supporting  documents  or  which  need  verification 
are  kept  in  the  Cashier's  Check  Control  Section,  while 
photocopies  of  these  checks  are  sent  to  the  appropriate  tax 
division  for  examination  and  identification. 

This  year  also  began  the  collection  of  two  new  types  of 
Business  Taxes  established  in  fiscal  1988-1989.  These  taxes,  the 
Business  Tax  Registration  Fees  and  the  Roofers  Registration 
Fees,  increased  both  the  dollar  amount  and  number  of  items 
processed  by  this  section.  The  processing  of  these  existing  and 
new  items  are  performed  by  the  staff  of  ten  permanent  employees. 
Additional  temporary  employees  of  both  cashiers  and  clerks  are 
hired  to  assist  during  the  peak  periods  of  the  Real  Estate 
Collection.  This  Division,  with  the  added  responsibilities, 
continues  to  deposit  receipts  promptly  and  efficiently. 

For  the  next  fiscal  year  plans  are  being  made  to  update 
and  modernize  the  section  by  the  installation  of  computer 
terminal  cash  registers  and  new  remittance  processing  equipment. 
These  would  enhance  and  greatly  contribute  to  the  deposit  of 
receipts  in  an  even  shorter  time. 

As  previously  noted  the  total  cash  processed  by  the 
Cashier  Section  increased  by  $73,324,696  or  9.2%  in  fiscal 
1988-1989  for  a  total  of  $869,239,336.  This  represented  a  10.5% 
increase  in  the  number  of  items  processed,  a  total  of  551,549 
over  499,178  in  FY  1987-1988. 

Retail  Sales  and  Local  Transportation  Tax 

The  State  of  California,  acting  since  1958  as  the  agent 
of  the  City  and  County,  collects  the  San  Francisco  Uniform  Sales 
and  Use  Tax  and  returns  revenues  minus  collection  costs  to  the 
City  and  County.  This  tax  provided  revenues  of  $83,239,701  to 
the  City  and  County  in  fiscal  year  1988-1989.  The  state 
collected  an  additional  $20,757,228  for  deposit  in  the  Local 
Transportation  Special  Fund.  Together  these  items  represent  a 
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total  of  $103,996,929  in  additional  tax  revenue  for  the  City  and 
County. 

Please  Note;  The  figures  included  in  the  Cashier 
Collection  report  and  those  in  the  Real  Property  and  Business 
Taxes  sections  statistical  reports  do  not  match.  The  figures  in 
the  Cashier's  Section  are  the  amounts  as  originally  collected 
and  before  adjustment.  The  figures  in  the  other  sections,  as  per 
the  notes  on  their  respective  statistical  tables,  represent  the 
amounts  as  adjusted  by  transfers,  duplicates  and  overpayments. 
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SOURCES  OF  REVENUE 

TAX  COLLECTOR'S  OFFICE 

1989-1990 


Delinquent  Revenue  0.3%  Parkin9  Me,ers  1  0%        ™JS  "J^  ESTATE 

\        /       ^  Other  1.4%  TAXES:  55.9% 

Licenses  0.8%  \      / 


Business  Registration  0.9% 


TOTAL 

BUSINESS > 

TAXES:  28.7% 


Utility  Tax  2.9% 
Parking  Tax  2.5 

Business  Tax  2.1% 


Tax  Redemption  1 .6% 
UPP  Supplemental  0.4% 


Secured  Supplemental  2.0% 
Unsecured  Personal  Prop  5.3% 
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PROPERTY  TAX  SECTION 

The  Property  Tax  Section  collects,  records,  and  reports 
payments  of  secured  and  unsecured  property  taxes  and  special 
assessments . 

The  section  operates  in  two  units:  The  Real  Estate  Division 
and  Tax  Redemption  Bureau. 

Real  Estate  Division 

Tax  Collection  begins  with  the  mailing  of  tax  bills.  The 
Section  mailed  more  than  220,000  regular,  escaped  assessment 
and  supplemental  tax  bills  throughout  the  year.  The  Real  Estate 
Division  makes  its  biggest  mailing  in  October  when  it  mailed 
161,000  secured  property  tax  bills  two  weeks  earlier  than  the 
date  reguired  by  the  State  Revenue  and  Taxation  code  of  November 
1.  It  mailed  an  additional  41,000  plus  unsecured  tax  bills 
throughout  the  year  as  well  as  more  than  18,000  supplemental  tax 
bills.  The  nature  of  the  supplemental  roll  reguires  individual 
monthly  mailings  rather  than  the  one  big  mailing  for  the  regular 
secured  roll. 

The  Property  Tax  Section  collected  $483,583,552  in 
1988-1989,  processing  more  than  340,000  payments.  Whether  the 
Section  recorded  these  payments  electronically  on  the  NCR 
remittance  processors  or  manually,  they  reconciled  them  promptly 
and  completed  all  collection  reports  in  a  timely  and  efficent 
manner . 

The  public  made  more  than  80,000  inguiries  either  by  mail  or 
telephone  or  by  walking  into  the  Tax  Collector's  Office.  They 
reguested  duplicate  tax  bills,  explanations  of  the  tax  bills  and 
refunds  of  overpayments.  Assessor  and  assessee  errors  necessitate 
roll  corrections  which  result  in  corrected  tax  bills.  These,  in 
turn,  result  in  new  collections  or  overpayments  which  the  Section 
must  refund. 

The  Section  set  and  met  the  following  MBO  objectives: 

1.  To  complete  mailing  of  all  current  year  secured  tax 
bills  by  November  1. 

2.  To   process   within   three   days   all   secured   payments 
received  on  or  before  December  10  and  April  10. 

3.  To  post  and  reconcile  within  sixty  days   all   secured 
payments  received  on  or  before  December  10  and  April  10. 

4.  To   post   and   reconcile   within   forty-five   days   all 
unsecured  payments  received  on  or  before  August  31. 
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5.  To  provide  a  listing  of  delinquent  unsecured  accounts  as 
of  August  31  to  the  Investigation  section  by  October  15. 

6.  To   mail   100%  of  non-penalty  courtesy  letters  within 
seven  days  of  receipt  from  Cashier. 

Tax  Redemption  Bureau 

This  Bureau  computes  and  processes  payments  of  prior  year 
delinquent  secured  property  taxes.  It  maintains  complete  listings 
and  accounting  records  of  prior  years  delinquent  property  taxes, 
penalties,  costs,  redemption  penalties  and  fees.  It  also 
maintains  complete  records  on  taxes  being  paid  under  the  five 
year  installment  payment  plan. 

In  1988-1989  taxpayers  redeemed  4,643  tax  defaulted  parcels 
to  produce  a  revenue  total  of  $14,533,773. 

An   online   automated   financial   system   maintains   the 
counting   records  for  delinquent  taxes  outstanding  and  collected. 
The   system   provides   inquiry,   update   and   payment   recording 
features . 

The  bureau  handles  a  large  volume  of  telephone  calls  and 
correspondence  as  to  the  interpretation  of  the  State  Revenue  and 
Taxation  Code,  current  tax  status  and  computation  of  taxes  and 
penalties  from  the  general  public,  title  insurance  companies, 
mortgage  companies,  savings  and  loan  companies,  banks  and  tax 
service  agencies.  Its  effective  function  demands  a  close  working 
relationship  with  the  offices  of  the  City  Controller,  the 
Assessor  and  the  State  Controller. 

The  Bureau  also  prepares  lists  of  property  that  have  become 
tax-defaulted  and  of  tax-defaulted  property  subject  to  power  to 
sell.  In  compliance  with  State  Law,  it  published  the  Delinquent 
List  in  September  and  the  Notice  of  Power  to  Sell  Tax-Defaulted 
Property  in  June  in  the  local  newspaper.  In  April  the  department 
held  a  public  auction  of  those  tax  defaulted  properties  subject 
to  sale  not  redeemed  or  otherwise  removed  from  the  sale  list  in 
accordance  with  the  state  revenue  and  taxation  code.  These  sales 
exist  for  the  purpose  of  returning  tax  defaulted  properties  to 
the  active  tax  rolls. 
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BUSINESS  TAXES  DIVISION 

The  Business  Taxes  Division  administers  the  Business  Tax, 
Payroll  Expense  Tax,  Parking  Tax,  Utility  Users  Tax,  Hotel  Tax, 
and  Stadium  Tax.  The  Business  Tax  is  a  tax  on  business  receipts 
generated  from  business  activities  in  San  Francisco.  The  Payroll 
Expense  Tax  is  on  the  payroll  expenses  of  business  firms  incurred 
in  the  city.  The  Parking  Tax  is  on  the  rents  paid  for  occupying 
spaces  in  parking  lots.  The  Utility  Tax  is  on  the  charges  for 
utility  services  such  as  gas,  electricity,  steam,  water,  and 
telephone.  Proposition  "R"  passed  by  the  voters  in  November  of 
1987  and  effective  on  July  1,  1988  exempted  residential  users 
from  the  payment  of  the  Utility  Tax.  The  Hotel  Tax  is  on  the 
rents  paid  by  transients  for  occupying  hotel  rooms.  The  Stadium 
Tax  is  on  the  admission  tickets  sold  by  the  stadium  operators  for 
athletic  contests  or  other  special  events. 

The  administration  of  these  taxes  involves  the  maintenance 
of  taxpayers'  files,  collection  of  taxes,  taxpayer  assistance  and 
other  related  duties.  Currently,  the  division  maintains 
approximately  58,000  active  taxpayer  accounts  registered  under 
the  Business  Tax  plus  about  1,500  accounts  under  the  other  taxes. 
These  accounts  require  continuous  service  to  maintain  the  current 
status  of  each  taxpayer. 

Starting  October  1988,  the  Business  Taxes  Division 
implemented  the  provision  of  Ordinance  345-88  which  required 
every  person  doing  business  in  the  City  and  County  of  San 
Francisco  to  obtain  annually  a  Business  Tax  Registration 
Certificate  and  pay  a  fee  of  $200.  The  Business  Tax  Section 
mailed  informational  flyers  and  registration  fee  statements  to 
taxpayers  in  compliance  with  the  requirements  of  the  new  law. 
Then,  the  Board  of  Supervisors  amended  it,  exempting  from  its 
provisions  those  business  with  gross  receipts  in  the  prior  year 
of  less  than  $15,000.  It  also  exempted  new  businesses  whose 
projected  gross  receipts  for  the  current  year  would  be  less  than 
$15,000.  These  amendments  necessitated  the  return  of  those  fees 
paid  by  businesses  exempted  by  the  amendments  and  a  total  of 
$155,943  was  refunded  by  the  end  of  the  fiscal  year.  The  Division 
collected  a  total  of  $8,183,000  in  registration  fees  for  the 
fiscal  year. 

The  Business  Taxes  Division  continues  to  be  responsible  for 
a  large  portion  of  the  task  of  automating  the  City  and  County's 
Business  Tax  System.  In  partnership  with  the  Controller's  ISD 
section,  it  expended  a  tremendous  block  of  man-hours  from  several 
key  personnel  of  the  division.  When  completed,  this  project  will 
facilitate  and  improve  the  collection  of  all  business  and  related 
taxes  enhancing  the  efficiency  and  effectiveness  of  the  division 
and  the  office.  In  addition  it  will  provide  vital  management 
information  to  the  Treasurer/Tax  Collector  and  priceless  business 
statistics  to  the  City  and  County's  policy  makers. 
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It  had  a  negative  aspect  in  that  it  reduced  available  audit 
hours  to  10,619  from  13,147  hours  in  the  previous  fiscal  year.  In 
spite  of  the  reduction  of  staff  available,  the  Audit  Program 
produced  803  audits  with  a  corresponding  audit  billings  of 
$7,788,896.  Audit  deficiency  collections  in  fiscal  1988-89 
totaled  $7,173,580  compared  to  $4,666,544  in  fiscal  1987-88,  a 
53.7%  improvement. 
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BUREAU  OF  DELINQUENT  REVENUE 

The  Bureau  provides  two  types  of  collection  functions  to 
various  departments  of  the  City  and  County  of  San  Francisco. 
Primarily,  it  furnishes  collection  services  to  departments  that 
are  unable  to  collect  their  accounts  receivable  within  the  90 
days  provided  by  the  Administrative  Code. 

The  Bureau  enters  every  account  referred  to  the  Bureau  in 
accordance  with  Section  10.38  of  the  Administrative  Code  into  the 
computer  system,  checks  it  for  errors  and  then  balances  it.  The 
system  then  generates  a  computerized  letter  to  the  debtor  which 
provides  them  with  an  opportunity  to  deny,  discuss  and  resolve 
their  obligation  to  the  City  as  soon  as  possible.  The 
computerized  letter  also  determines  whether  the  address  provided 
the  bureau  is  current  and  usable.  Should  the  letter  be  returned 
as  undeliverable,  the  Bureau  begins  skip  tracing  procedures. 
These  procedures  include  the  use  of  credit  reports  and  records  of 
other  governmental  agencies  such  as  the  Department  of  Motor 
Vehicles  and  the  Employment  Development  Department.  In 
conjunction  with  the  mail  service,  the  bureau  makes  telephone 
calls  to  the  debtor's  homes,  business  and  places  of  employment. 
When  patients  of  San  Francisco  General  Hospital  or  Laguna  Honda 
Hospital  file  lawsuits  against  the  party  or  parties  who  caused 
their  injuries,  the  Bureau  files  medical  liens  to  recover  the 
cost  of  treatment  for  the  City  and  County.  The  Bureau  also  files 
worker  compensation  liens  for  work  related  injuries  and  creditor 
claims  in  probate  cases.  Because  of  the  difficulty  in  the 
collection  of  many  delinguent  accounts,  the  Bureau  may  initiate 
civil  litigation  to  protect  the  City  and  County's  legal  interest. 

As  a  secondary  function,  the  Bureau  collects  taxes  and  other 
accounts  receivable  when  a  business  or  person  opens  an  escrow  or 
files  for  bankruptcy.  The  Collection  potential  of  taxes  and 
other  claims  diminishes  considerably  unless  the  bureau  submits 
demands  to  escrow  holders  when  a  business  or  real  property 
sells.  Creditor  claims  must  be  filed  timely  with  the  bankruptcy 
courts  in  order  to  be  valid.  Claims  filed  after  the  statutory 
period  lack  effect  and  are,  therefore,  denied  by  the  trustees  of 
the  bankruptcy  courts. 

For  fiscal  year  1988-1989,  the  Bureau  made  many  procedural 
and  priority  adjustments  to  cope  with  changes  at  SFGH.  A  change 
in  the  hospital's  computer  system  resulted  in  a  four  month  delay 
in  the  transferring  of  delinguent  inpatient  accounts  to  the 
Bureau.  The  use  of  private  contractors  by  SFGH  to  review  accounts 
prior  to  referring  them  to  the  Bureau  also  made  collection  more 
difficult.  The  Bureau  no  longer  receives  the  easier  Medi-Cal, 
insurance  and  victim  of  violent  crime  cases.  Hayt,  Hayt  &  Landau 
and  Health  Management  System,  Inc.  now  make  collections  on  these 
accounts . 
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The  Escrow  and  Bankruptcy  section  turned  in  an  outstanding 
performance.  Collections  for  this  section  increased  by  168%. 
When  San  Francisco  General  Hospital  failed  to  refer  the  expected 
number  of  cases  to  the  Bureau  in  the  earlier  part  of  the  year, 
the  Bureau  revised  its  priorities  and  assigned  an  additional 
collection  officer  to  escrows  and  bankruptcy  to  decrease  the  six 
month  backlog  of  bankruptcy  claims.  It  also  assigned  a  special 
project  supervisor  to  the  section  to  improve  the  overall 
supervision  for  escrow  and  bankruptcy  claims.  This  priority 
change  decreased  the  backlog  in  this  section  to  less  than  one 
month.  The  Bureau  also  improved  research  and  billing  for  all  the 
various  taxes  due  because  of  the  additional  personnel  assigned. 
The  Bureau,  however,  expects  escrow  and  bankruptcy  collections 
to  drop  in  the  coming  fiscal  year  because  with  the  backlog 
reduced  it  cannot  anticipate  duplicating  the  unusually  large 
number  of  claims  filed  in  Fiscal  1988-1989.  These  numbered  in 
excess  of  5,000  during  1988-1989. 

Overall  collections  for  the  division  increased  by  $1,887,011 
although  the  Bureau  failed  to  realize  the  collection  levels  it 
anticipated.  For  the  fourth  consecutive  year  the  Bureau's 
collection  exceeded  that  of  the  previous  year.  The  five 
additional  collection  officers  and  their  supervisor  made  this 
30%  increase  possible  at  a  time  when  the  Bureau  anticipated  a 
$500,000  decline  in  collections  without  them. 

For  fiscal  year  1989-1990,  management  will  again  review  the 
Bureau's  priorities  and  procedures.  Once  provided  with  proper 
space  and  equipment,  the  Bureau  anticipates  an  increase  in 
effectiveness  and  efficiency.  On  the  other  hand  the  Bureau  of 
Delinquent  Revenue  can  not  anticipate  the  effect  which  San 
Francisco  General's  own  improved  collection  program  will  have  on 
its  own  collection  level.  It  will  certainly  have  adjustments  to 
make  to  continue  to  perform  at  its  current  level. 
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INVESTIGATION  SECTION 

The  Investigation  Section  conducts  field  investigations 
essential  to  assure  compliance  with  the  tax  codes  and  ordinances 
governing  the  office  of  the  Tax  Collector.  The  section  makes 
these  investigations  for  the  other  sections  in  the  Tax 
Collector's  Office.  For  example,  Investigations  surveys  large 
office  buildings  and  construction  sites  to  ascertain  that  all 
businesses  are  registered  for  business/payroll  taxes.  Likewise, 
it  assists  the  Legal  Section  in  preparing  court  cases  by 
compiling  reports  and  serving  necessary  legal  documents.  The 
section  also  prepares  documentation  and  sues  in  Small  Claims 
Court  on  business,  parking  and  hotel  taxes  of  $1,500  or  less,  as 
well  as  on  all  apartment  house  and  hotel  license  fees. 

Full  staffing  of  the  clearance  unit  occured  this  year  with 
the  result  that  this  unit  collected  $101,725.  This  amount  nearly 
made  up  for  the  loss  of  the  two  field  investigators. 

This  was  the  second  consecutive  year  of  collecting  more  than 
seven  million  dollars.  Last  year  we  averaged  $430  per  call. 
This  year  we  averaged  $458. 

The  program  that  reguired  investigators  to  spend  one  day  a 
week  surveying  large  buildings  and  complexes  will  be  taken  over 
by  the  collection  officers.  This  will  allow  the  investigators  to 
spend  all  of  their  time  in  collecting  delinquent  taxes. 

The  following  MBO  objectives  were  set  for  the  Investigation 
Division. 

1.  To  make  follow-up  contact  on  all  delinquent  accounts  in 
excess  of  $100.00  within  one  year  of  receipt.  This 
objective  was  not  met  because  of  the  absence  of  the  two 
investigators.  With  the  assigning  of  one  senior  to  one 
of  the  districts,  we  completed  97%  of  the  follow-up 
program. 

2.  To  notify  by  mail  100%  of  taxpayers  with  delinquent 
accounts  less  than  $100.00.   This  objective  was  met. 

3.  To  have  two  percent  of  all  field  calls  reviewed  by 
supervisory  personnel  through  taxpayer  contact.  This 
objective  was  also  met. 

4.  To  maintain  the  current  number  of  field  calls.  This 
objective  was  not  met  because,  as  mentioned  earlier,  two 
field  investigators  were  on  leave  of  absence.  Since 
both  are  returning  to  work  in  July,  no  adjustment  will 
be  necessary. 

5.  To  register  for  business/payroll  taxes  at  least  1,500 
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unregistered  businesses  doing  business  in  San  Francisco.   This 
target  was  met  by  the  investigators  and  collection  officers. 

We  did  not  close  as  many  accounts  this  year  as  we  did  during 
the  previous  year.  Our  overall  goal  is  to  maximize  revenue 
collection  for  the  city,  and  to  this  end,  we  have  carefully 
prioritized  the  functions  of  the  division. 
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LEGAL  DIVISION 

The  Legal  Section's  primary  function  continues  to  be  the 
collection  of  delinquent  monetary  claims  coming  under  the  Tax 
Collector's  jurisdiction.  In  addition  to  this  primary  function, 
Legal  Section  acts  as  the  legal  advisor  to  the  Tax  Collector  and 
his  section  supervisors  on  legal  issues  that  arise  in  the  course 
of  their  respective  monetary  collection  activities.  The  majority 
of  delinquent  accounts  referred  to  Legal  Section  are  tax 
deficiency  assessments  from  the  Business  Tax  Section;  the 
remainder  are  delinquent  medical  treatment  accounts  from  San 
Francisco  General  and  Laguna  Honda  hospitals.  These  delinguent 
tax  assessments  often  involve  closely  held  corporations  or 
limited  partnerships  and  demand  sophisticated  commercial  law 
analysis  before  a  successful  collection  strategy  can  be 
developed.  A  thorough  knowledge  of  bankruptcy  law  is  essential 
to  this  practice.  The  medical  treatment  claims  are  referred  to 
the  Legal  Section  by  the  Bureau  of  Delinquent  Revenue  and  they 
typically  arise  because  the  hospital  patient  or  his  estate  have 
assets  in  excess  of  what  is  allowable  by  law.  In  the  course  of 
enforcing  payment  of  this  kind  of  claim,  Legal  Section  staff  must 
deal  with  legal  issues  arising  from  the  account  debtor 
transferring  property  to  relatives  or  otherwise  misappropriating 
assets  that  should  have  been  applied  to  payment  of  hospital 
services . 

The  Legal  Division  utilizes  the  civil  collection  suit  as  its 
principle  tool  to  enforce  payment  of  delinquent  accounts.  It  also 
employs  other  procedures  when  appropriate  including  a  wide 
ranging  array  of  civil  creditor  procedures  to  collect  delinquent 
accounts  including  claims  in  bankruptcy  estates,  decedent 
estates,  conservatorship  estates,  a  variety  of  liens,  and 
voluntary  payment  instruments. 

As  a  separate  operating  section,  Legal  has  its  own  set  of 
MBO  objectives  which  it  has  revised  this  year  in  anticipation  of 
additional  professional  staffing.  Legal  Division  increased  its 
overall  monetary  collection  goal  from  1  million  to  1.5  million 
dollars.  It  also  identified  two  supplementary  goals  and  added 
them  to  its  MBO  objectives  for  this  fiscal  year.  Legal  Section 
established  the  goal  of  filing  60  new  civil  complaints  during  the 
year  and  obtaining  28  judgments  during  the  year. 

The  1988-89  budget  added  two  new  positions  to  the  Legal 
Division  staff  to  make  possible  the  accomplishment  of  these 
goals.  In  addition  to  a  Class  8190  Tax  Collector  Attorney  who 
functions  as  the  division  supervisor,  the  budget  includes  a  Class 
8178  Senior  Trial  Attorney,  two  1458  Legal  Secretary  I's  and  two 
Class  8173  Legal  Assistants.  Civil  Service  finally  classified  the 
two  new  positions,  the  Senior  Trial  Attorney  and  the  additional 
Legal  Assistant,  in  December  of  1988  although  the  Board  of 
Supervisors  approved  them  when  it  passed  the  regular  budget.  This 
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delayed  recruiting  and  hiring  for  these  positions  until  early  in 
1989.  No  Civil  Service  lists  existed  for  either  position,  the 
first  because  Civil  Service  exempted  attorney  positions  from  its 
regular  examination  requirements  and  the  second  because  the 
relevant  list  had  expired.  In  addition,  one  of  the  Legal 
Secretary  I's  left  which  necessitated  recruiting  and  hiring  a 
third  staff  person. 

The  Legal  Division  utilizes  Wang  VS  level  word  processing 
equipment  to  electronically  store  a  variety  of  legal  forms,  all 
of  which  have  been  developed  by  section  personnel  as  well  as  its 
entire  inventory  of  debt  accounts  and  civil  litigation  cases. 

The  division  managed  to  exceed  its  revenue  collection  goal 
by  40%  and  collect  $2,102,817  due  to  the  addition  of  the  two  new 
positions.  This  represents  the  largest  amount  collected  by  the 
Legal  Division  on  an  annual  basis.  The  division  achieved  only  50% 
of  its  supplementary  goals  because  of  the  time  dedicated  to 
filling  the  vacant  positions  and  the  necessity  of  maintaining 
those  cases  already  in  the  process  of  litigation,  meant  that  new 
cases  could  not  be  prepared,  filed  and  litigated  until  the  last 
quarter  of  the  fiscal  year. 

Nevertheless,  Legal  Section  reaffirmed  an  important 
principle  of  tax  collection  law  in  a  bankruptcy  context  when  it 
appealed  an  adverse  ruling  of  the  bankruptcy  judge  to  the  United 
States  District  Court  and  there  obtained  a  favorable  ruling  that 
a  judgment  based  upon  the  defendent's  failure  to  file  the 
required  business  tax  returns  was  non-dischargeable  in  bankruptcy. 

During  this  year,  Legal  Section  was  compelled  to  devote  an 
extraordinary  proportion  of  its  time  and  attention  to  the  task  of 
obtaining  qualified  professional  level  and  support  personnel  who 
are  necessary  before  this  section  can  effectively  accomplish  its 
objectives.  Through  these  efforts,  the  Legal  Section  will  be 
starting  the  next  fiscal  year  with  a  full  complement  of  trained 
staff  who  will  endeavor  to  attain  the  supplementary  goals  and,  as 
a  by  product  of  these  efforts,  collect  even  greater  amounts  of 
delinquent  revenue. 
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LICENSE  DIVISION 

The  License  Division  bills,  collects  and  issues  license 
certificates  to  a  broad  range  of  businesses  and  occupations 
mandated  in  Part  III  of  the  Municipal  Code.  The  City  and  County- 
regulates  these  business  and  occupations  in  relationship  to 
public  health,  safety  and  law  enforcement  reguirements .  The 
Division  also  issues  dog  licenses  and  Preferential  Parking 
Permits . 

Primarily,  the  Division  exists  to  collect  business  license 
fees.  However,  the  growth  and  volume  of  dog  licenses  and 
Prefential  Parking  Permits  overshadows  that  function.  Sixty  six 
percent  of  the  Divisions  volume  consists  of  these  two  functions. 
Nonetheless,  with  two  new  positions  and  a  well  managed  staff,  the 
Division  reduced  waiting  at  the  counter  to  a  reasonable  time 
frame.  The  Division  decreased  the  time  reguired  for  processing 
mail  renewals  to  the  point  that  it  reduced  the  necessity  for 
grace  periods  to  only  one  week.  Further,  by  the  installation  of  a 
telephone  call  seguencer  with  a  programmed  message  it  provided 
staff  with  some  relief  from  routine  telephone  guestions  and  freed 
them  for  other  collection  duties. 

The  division  made  a  notable  collection  effort  in  fiscal  year 
1988-89.  The  total  revenue  collected  of  $7,270,653  was  10%  in 
excess  of  the  estimated  revenue  and  $753,341  more  than  fiscal 
year  1989-88.  The  division  processed  nearly  127,900  billings  and 
all  payments  were  recorded  and  reconciled  promptly.  The  numbers 
of  delinguent  accounts  in  all  classes  dropped  dramatically. 
Division's  referrals  made  to  all  regulating  departments  resulted 
in  upscaling  investigative  efforts  have  contributed  to  a  more 
timely  payments  of  fees.  Food  Preparation  and  Service  accounts 
showed  the  most  prominent  revenue  increase  of  27%  over  the 
1988-89  fiscal  year  estimate.  The  division's  liaison  with  the 
Better  Business  Bureau  and  raised  consciousness  of  advertising  in 
the  medias  boosted  collection  of  Transient  Merchant  license  fees 
by  75%.  In  years  past,  the  difficulty  in  controlling  and 
monitoring  this  itinerant  activity  resulted  in  the  city 
neglecting  collections  in  this  area. 

The  Division  met  all  MBO  objectives  through  team  efforts 
focusing  on  service  to  the  public.  In  so  doing,  the  License 
Division  achieved  the  following  goals: 

1)  To  provide  the  Investigation  Unit  with  a  list  of  all 
delinguent  apartment  house  license  renewals  by  February  15. 

2)  To  provide  the  Fire  Dept .   and  the  Dept.  of  Public 
Health  with  a  list  of  all  business  licenses  that  are  90  days 
delinguent . 
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3)  To  investigate  all  questionable  stickers  referred  by  the 
public  or  Traffic  Control,  cancelling  those  in  illegal  use. 

4)  To  process  100%  of  license  renewals/application  within 
30  days  after  respective  deadlines  or  expiration  dates. 

5)  To  file  100%  of  licenses  or  permits  within  45  calendar 
days  after  respective  deadlines  or  expiration  dates. 

6)  To  reconcile  file  changes  and  payments  within  15  days  of 
end  of  month. 
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PARKING  METER  DIVISION 

The  Parking  Meter  Section  supervises  the  collection, 
sorting,  counting,  and  depositing  of  all  parking  meter  revenues 
for  the  City  and  County  of  San  Francisco  except  for  those 
belonging  to  the  Port  Authority.  The  division  also  collects, 
compiles  and  analyzes  the  statistical  information  generated  by 
the  collections  with  the  purpose  of  maximizing  revenues  while 
containing  or  reducing  costs.  This  section  also  co-ordinates  the 
necessary  exchange  of  information  and  planning  among  the  several 
City  departments  that  share  responsibility  for  the  various  facets 
of  the  City's  parking  meter  system.  It  works  with  the  Traffic 
Division  of  the  Department  of  Public  Works  which  makes  the 
decisions  as  to  where  parking  meters  will  be  installed  or 
removed;  the  Department  of  Meter  Maintenance  which  was 
transferred  to  the  Department  of  Public  Works  as  of  June  1,  1988 
and  which  is  responsible  for  the  day  to  day  maintenance  and 
installation  of  the  parking  meters;  the  Police  Department  which 
provides  security  for  the  system  and  enforces  the  parking 
regulations;  and  the  Parking  Authority  which  funds  both  the 
maintenance  of  the  system  and  the  cost  of  the  counting  and 
collection  from  their  share  of  the  parking  meter  revenues. 

The  Tax  Collector's  Office  contracts  the  actual  collection 
of  the  parking  meter  revenues  to  a  private  firm  under  the 
authorization  of  Charter  Section  8.300-1  (Proposition  "J").  Until 
last  year  it  also  contracted  the  sorting,  counting,  and 
depositing  of  these  funds  under  the  same  provision  of  the  City 
Charter.  This  process  saved  the  City  and  County  substantial 
amounts  of  money  when  compared  to  what  the  same  work  would  have 
cost  if  done  by  employees  of  the  City  and  County.  The  Tax 
Collector's  Office  still  contracts  with  Burns  International 
Security  Services  for  the  collection  of  parking  meter  revenues, 
but  the  counting  room  of  the  San  Francisco  Municipal  Railway  now 
does  the  sorting,  counting  and  depositing  through  a  work  order 
with  the  Treasurer/Tax  Collector.  The  counting  room,  a 
sub-division  of  the  Finance  Section  of  the  San  Francisco 
Municipal  Railway,  found  ways  to  integrate  the  counting  of  the 
parking  meter  revenues  with  their  regular  work,  the  counting  the 
revenues  of  the  Municipal  Railway.  This  resulted  in  significant 
savings  to  the  Parking  Authority  and  resulted  in  a  better  and 
smoother  count.  The  Bank  of  America  which  receives  these  funds 
from  the  counting  room  reports  fewer  errors  that  when  this 
function  was  contracted  out. 

Parking  meter  collections  jumped  from  $7,608,187.  in  the 
prior  year  to  $9,089,663,  the  result  of  a  fifty  percent  increase 
in  parking  meter  rates,  the  first  such  increase  in  eight  years. 
The  unit  of  the  Department  of  Public  Works  that  repairs  and 
maintains  the  parking  meters  began  the  work  of  conversion  in  late 
October  as  the  result  of  the  delay  caused  by  the  time  required  to 
order  and  receive  the  necessary  equipment.  They  made  the  first 
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changes  on  the  meters  in  the  Fisherman's  Wharf  area  whose  rates 
increased  from  twenty  cents  to  seventy  five  cents  an  hour  to 
correct  an  outstanding  anomaly.  In  proceeding  to  the  rest  of  the 
meters,  the  Department  of  Public  Works  followed  a  schedule  drawn 
up  by  the  Parking  Meter  Division  of  the  Treasurer/Tax 
Collector's  office  designed  to  maximize  revenues  by  changing 
those  meters  with  the  greatest  percentage  of  return  first.  This 
resulted  in  producing  an  additional  $600,000  over  what  could  have 
been  expected  in  changing  the  meters  with  the  highest  rates 
first.  Overall,  the  change  resulted  in  an  18.9%  increase  in 
revenue  over  that  of  the  previous  year.  However  the  increase  in 
the  average  daily  collection  was  22.7%  which  would  indicate  a 
possible  parking  meter  collection  of  $9,700,000.  for  Fiscal 
1989-1990. 

The  section  met  the  following  Management  by  Objective  goals 
in  fiscal  1988-89. 

1)  To  monitor  the  collection  contract  on  a  monthly 
basis  to  increase  cost  effectiveness. 

2)  To  monitor  collection  routes  through  random 
surveillance  within  all  zones  on  a  monthly  basis. 

3)  To  conduct  surprise  guarterly  inspections  and 
inventories  of  all  collection  eguipment  and  counting 
facilities . 

The  Parking  Meter  Division  prepared  a  contingency  plan 
for  the  restructuring  of  the  collection  routes  against  the 
possibility  that  collections  would  exceed  the  amounts 
anticipated  by  the  rate  increase.  The  actual  collections  never 
required  its  implementation  as  the  changes  in  the  rate  structure 
resulted  in  shifts  in  established  parking  patterns  in  various 
sections  of  the  City. 
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SYNOPSIS 

The  Office  of  Treasurer  of  San  Francisco  is  an  elective 
office  which  has  been  in  existence  since  1850.  In  fact,  during 
the  period  from  1850  to  1856  there  were  two  Treasurers  -  one 
for  the  City  and  one  for  the  County,  since  prior  to  1856  San 
Francisco  County  embraced  nearly  all  of  San  Mateo  County. 
Following  the  Consolidation  Act  of  1856,  San  Francisco  became  a 
combined  City  and  County.  We  are  the  only  combined  City  and 
County  in  the  State  of  California.  The  Treasurer  is  basically 
the  banker  and  investment  officer  for  the  citizens  of  San 
Francisco.  In  July  of  1979  a  Charter  amendment  added  the 
office  and  duties  of  Tax  Collector  to  the  responsibilities  of 
the  Treasurer.  The  following  report,  dealing  specifically  with 
the  fiscal  year  ended  June  30,  1990,  contains  comparative 
statistics  and  information  covering  the  past  five  years  of 
investment  activity  and  five  years  of  tax  collector  revenues. 

In  managing  the  investment  functions  and  day-to-day 
operations  of  a  cash  management  program,  the  Treasurer  is 
responsible  for  an  overall  portfolio  which  is,  at  the  present 
time,  slightly  in  excess  of  $1.3  Billion.  In  administering 
this  portfolio  the  basic  objectives,  in  order  of  priority,  are 
1)  the  preservation  of  capital,  2)  availability  of  funds,  and 
3)  yield  (favorable  return  on  investment  without  undue 
compromise  of  the  first  two  objectives)  .  We  are  guided  in  our 
choice  of  investments  by  the  California  State  Government  Code 
which  allows  for  a  fairly  wide  range  of  investment 
alternatives,  such  as  Time  Deposits  in  banks  and  savings  and 
loan  associations,  Negotiable  Certificates  of  Deposits,  U.S. 
Treasury  Bills,  Notes  and  Bonds,  various  Federal  Agencies 
issues,  Bankers  Acceptances  and  Commercial  Paper.  Strictly 
excluded  from  allowable  investments  are  such  things  as  real 
estate  and  common  stock. 

Each  month  the  entire  portfolio  is  "marked  to  market". 
This  report  and  other  details  of  performance  activity  and 
results  are  submitted  to  the  Mayor  and  the  Board  of 
Supervisors.  Return  on  investment  is  among  the  highest  in  the 
State  and  the  portfolio  reflects  the  highest  quality  of 
investment  alternatives.  We  take  great  pride  in  that  over  the 
past  five  years,  we  earned  over  $494  Million  with  full 
liquidity  and  safety  of  all  funds. 


In  managing  the  cash  flow  of  the  City  and  County  the 
Treasurer  works  closely  with  all  departments  to  assure  that  all 
funds  due  are  received  and  deposited  as  quickly  as  possible. 
In  order  to  accomplish  this  the  Treasurer  has  negotiated 
contracts  with  various  banks  for  such  things  as  lockbox  and 
credit  card  services.  The  Treasurer's  office  disburses  cash 
for  approximately  2.4  million  warrants  issued  by  the 
Controller,  amounting  to  over  $2.9  Billion  each  year.  It 
should  be  noted  that  the  Treasurer's  office  does  not  issue 
warrants,  nor  have  any  control  over  the  budget  approvals  or 
expenditures.  We  make  sure  the  cash  is  available  to  honor 
warrants  issued  to  cover  approved  expenditures.  In  addition, 
we  receive,  verify  and  pay  all  matured  general  obligation  bonds 
and  coupons  which  amounted  to  almost  $22  Million  in  1989-90,  as 
well  as  book  entry  bond  redemption  and  interest  which  was  wired 
to  the  Depository  Trust  Company  in  the  amount  of  $13.2  Million. 

The  tax  collection  responsibility  of  the  Treasurer  includes 
the  collection  of  Real  Estate  Taxes,  numerous  Licenses  and 
Permits,  Business  Taxes,  Investigations,  Parking  Meters,  and 
the  collection  of  Delinquent  Accounts  due  to  other  City 
departments.  Annual  revenue  collections  have  increased  from 
$689  Million  to  $923  Million  over  the  past  five  years. 
Substantial  detail  on  the  tax  collection  activities  is  provided 
in  the  body  of  this  report. 

In  summary,  the  Treasurer  collects,  protects  and  maximizes 
return  on  all  funds  due  to  the  citizens  of  the  City  and  County 
of  San  Francisco. 


ORGANIZATION  AND  BUDGET 

Very  briefly,  the  organization  appears  as  follows: 

TREASURER 

Tax  Administrator 
Chief  Assistant  Treasurer  Deputy  Tax  Administrator 

Treasury  Division  Property  Tax 

Cashier  Business  Tax 

Bonds  &  Coupon  Licenses  &  Permits 

Delinquent  Revenue 
Chief  Investment  Officer  Investigation 

Legal 
Investments  Parking  Meter 

Cash  Management 

The  Treasurer-Tax  Collector  Department  had  budgeted 
expenditures  of  $9,675,698  for  the  fiscal  year  1989-90,  with  a 
total  of  175  positions.  An  Administration  Section  provides 
centralized  support  services  to  the  programs  and  activities  of 
the  Treasurer-Tax  Collector  Department.  Goals  and  achievements 
of  the  various  divisions  are  detailed  in  the  following  pages  of 
this  report. 


TREASURY  DIVISION 

The  Treasury  Division  consists  of  two  sections  -  a  Cashier 
Section  and  a  Bonds  and  Coupons  Section.  The  Division's  goal 
is  to  account  for  receipts  of  all  funds  deposited  by  City 
departments,  redemption  of  Controller's  warrants  and  the 
disbursement  of  funds  for  other  legal  obligations. 

The  Treasury  Division  also  accepts  various  assets  such  as 
securities,  deposits,  bail  bonds  and  miscellaneous  assets  from 
departments  and  holds  them  in  a  special  custody  safe.  These 
items  were  held  in  joint  custody  with  the  Controller,  requiring 
representatives  of  both  departments  to  accept  or  surrender 
these  assets  from  the  various  departments.  A  change  in  the  San 
Francisco  Administrative  Code  (Section  10.81-1)  was  approved  in 
March  1986,  making  the  Treasurer  solely  responsible  for  these 
items  and  authorizing  the  Treasurer  to  establish  rules  and 
regulations  for  the  safe  custody  of  all  money  and  property  in 
her  possession  or  under  her  control.  As  a  result  of  this 
change  a  special  PC  program  has  been  established  to  record  all 
necessary  information  on  these  items  as  well  as  regular  written 
contact  with  the  various  departments  involved  concerning 
current  activity  and  status  of  the  assets. 

The  Controller's  Internal  Audits  Division  routinely 
examines  the  activities  of  the  Treasurer's  office  including 
quarterly  verification  of  cash  on  hand.  In  addition,  an 
outside  major  accounting  firm  audits  our  activities  in 
connection  with  the  publication  of  the  Controller's  Annual 
Financial  Statements. 

The  Treasurer  also  works  with  the  Controller,  Legal 
Counsel,  Financial  Advisors  and  other  departments  in  connection 
with  the  issuance  of  various  bond  issues.  During  fiscal  year 
1989-90,  $7,000,000  of  the  Library  Facilities  Project  Bond 
(Series  1990A)  and  $20,500,000  of  the  Public  Safety  and 
Improvement  Bond  (Series  1990B)  were  issued.  These  bonds  were 
fully  registered  in  the  name  of  Cede  &  Co.  as  nominee  of  the 
Depository  Trust  Company  and,  therefore,  available  to  ultimate 
purchasers  only  under  the  book  entry  system. 

Additional  responsibilities  include  absent  heir  deposits 
and  payments  pursuant  to  State  Probate  Code  11850;  processing 
and  reconciling  street  improvement  deposits  and  payments 
authorized  under  the  1934  Street  Improvement  Ordinance;  and 
Trustee  duties  in  connection  with  deferred  payment  settlement 
trust  funds  resulting  from  large  claims  against  the  city. 


Cashier  Section:  This  section  is  responsible  for  the  receipt  of 
all  City  and  County  moneys  and  checks  either  through  direct 
bank  deposits,  lockbox  operations  or  Treasurer's  receiving 
window;  payment  of  all  Controller  warrants  through  our  Clearing 
House  bank  and  also  through  Cashier  windows;  reconciliation  of 
the  above  receipts  and  disbursements  with  total  cash  on  a  daily 
basis;  daily  and  monthly  reconciliation  of  Treasurer  checking 
accounts;  and  daily  input  and  detailed  reconciliation  to  FAMIS 
(Financial  Accounting  and  Management  Information  System) 
reports.  All  checks  received  through  the  Treasurer's  Receiving 
window  are  encoded  and  microfilmed  before  deposit  to  the  bank. 
Internal  control  is  achieved  by  division  of  duties  between 
receiving  cashier,  vault  cashier,  paying  cashiers, 
reconciliation  cashiers  and  clerks,  and  the  accountants. 

The  primary  objective  of  the  Cashier  Section  is  to  "process 
and  account  for  the  receipt  of  collections,  departmental 
deposits  and  disbursements  made  through  the  Cashier  by  the 
close  of  the  same  business  day".  The  Cashier  unit  accomplished 
this  objective  during  the  fiscal  year. 

In  1989-90,  2,430,000  warrants  were  processed, 
approximately  147,000  more  than  last  year. 

Total  receipts  amounted  to  $3,045,613,000  while 
disbursements  totaled  $2,948,696,000,  resulting  in  a  June  30, 
1990  cash  and  eguity  balance  of  $1,390,413,000. 

Since  the  arrival  of  the  NCR  Remittance  Processing  System 
in  November,  1980,  the  Cashier  Section  personnel  have  become 
involved  with  the  encoding  of  deposit  checks  for  direct 
remittance  to  various  banks.  This  process  provides  earlier 
investments  of  funds  for  higher  interest  earnings  for  the 
City.  In  September,  1982,  the  Cashier  Section  personnel 
expanded  the  usage  of  the  NCR  Remittance  Processing  System  to 
include  encoding  all  Controller  warrants  redeemed  by  our 
cashiers,  and  processing  mutilated  warrants  from  our  Clearing 
House  bank  to  create  a  computer  tape  of  encashed  warrants. 
This  encoding  and  tape  creation  process  was  previously  done  by 
Controller's  ISD  personnel.  This  tape  created  in  our  office, 
together  with  the  tapes  provided  by  the  Clearing  House  bank  for 
Controller  warrants  redeemed  through  the  bank,  is  entered  into 
the  Warrant  Reconciliation  System  as  our  daily  encashed 
warrants.  During  fiscal  year  1989-90,  a  replacement  NCR 
Processing  System  was  installed  in  the  Treasurer/Tax  Collector 
Department.  For  the  Cashier  Section,  a  major  change  was 
producing  a  diskette  for  the  warrants  redeemed  by  our  cashiers 
instead  of  creating  a  computer  tape.  The  information  from  the 
diskette  is  transmitted  electronically  to  ISD  to  be  combined 
with  the  information  from  the  bank's  computer  tapes.  As  the 
warrant  reconciliation  process  is  revised  to  be  more  efficient, 
our  personnel  are  ready  and  willing  to  adapt  to  the  changes 
with  the  new  procedures  and  perform  in  a  competent  manner. 


BOND  AND  COUPON  SECTION.  The  objective  of  the  Bond  and 
Coupon  Section  is  "to  complete  the  redemption  of  general 
obligation  bonds  &  coupons  and  registered  (Non-coupon)  bonds 
and  bond  interest  on  date  of  maturity".  This  section  receives, 
verifies  and  pays  all  matured  bonds  and  coupons  (bond  interest) 
either  locally,  through  fiscal  agent  Citibank  in  New  York,  or 
the  Depository  Trust  Company.  Through  perseverance  and 
dedication  to  quality  control,  the  staff,  consisting  of  one 
bond  supervisor  and  one  clerk,  has  continuously  fulfilled  this 
objective.  During  fiscal  year  1989-90,  48,107  bonds  and  coupons 
amounting  to  $22,175,597  were  redeemed.  All  matured  bonds  and 
coupons  presented  for  redemption  by  person  or  mail  were 
promptly  and  satisfactorily  paid.  In  1989-90  there  were  49 
transactions  involving  323  new  registrations  and 
re-registrations  of  general  obligation  bonds.  Also,  during 
1989-90,  book  entry  bond  redemption  and  interest  payments  of 
$13,273,508  were  wired  to  the  Depository  Trust  Company. 

INVESTMENT  DIVISION 

The  goal  of  the  Investment  Division  is  "to  administer  and 
control  the  investment  of  all  moneys  in  the  Treasurer's  custody 

that  are  not  required  for  payment  of  current  obligations  for 

the  purpose  of  maximizing  interest  income  while  preserving  the 

liquidity  and  safety  of  the  principal",  with  the  objective  "to 

maintain   all   surplus   funds   in   investments   which   can  be 
monitored  and  easily  liquidated". 

In  1989-90,  the  above  goal  and  objective  were  met  with 
outstanding  success  by  the  cash  management  and  investment 
staff.  In  1989-90  total  interest  received  amounted  to 
$106,948,770  with  an  annual  earned  yield  of  8.519%  as  compared 
to  $94,373,209  and  8.65%  for  1988-89.  The  Investment  Division, 
through  effective  investment  practices,  received  for  the  City 
$12,575,661  more  in  investment  income,  an  increase  of  13.3% 
from  1988-89. 

The  unapportioned  interest  received  from  pooled  funds  in 
1989-90  totaled  $77,934,785  with  an  annual  yield  earned  of 
8.373%  as  compared  to  $69,116,349  and  8.481%  for  1988-89.  The 
increase  of  $8,818,436,  as  projected  in  the  1988-89  annual 
report,  was  due  to  the  continued  volatility  (inverted  yield 
curve)  in  interest  rate  conditions.  The  average  rate  of  return 
of  8.373%  is  appropriate  to  the  average  rate  earned  by  the 
State  Local  Agency  Fund  of  8.569%  and  the  average  effective 
ninety  (90)  day  Treasury  Bill  rate  of  8.112%.  Many  of  the  Bond 
Funds  managed  by  the  Investment  Division  are  subject  to  the  Tax 
Reform  Act  of  1986  which  strictly  limits  arbitrage  profits  that 
can  be  enjoyed  by  the  City  and  County  of  San  Francisco. 


The  Investment  Division  employs  a  specialized  computer 
system  "Moneymax" ,  electronic  financial  services-  "Telerate 
Matrix  System",  Dow  Jones  Capital  Markets,  Technical  Data,  the 
Money  Market  Observer,  Ramirez  Capital,  Thompson  Financial,  and 
other  institutional  data  banks.  In  addition,  direct  wire  lines 
are  maintained  by  investment  houses  (primary  government 
dealers) ,  which  enable  the  Chief  Investment  Officer  to  maximize 
interest  income  and  earned  interest  yield  as  reflected  in  the 
schedule  of  Portfolio  Statistics.  The  installation  of  a 
personal  computer  (PC)  along  with  an  appropriate  modem  allows 
the  investment  staff  to  retrieve  daily  bank  balances  and 
supporting  reports.  Further,  the  PC  is  able  to  produce 
financial  reports  to  enable  the  Treasurer's  staff  to  review 
trends  and  results  and  assist  in  future  investment  decisions. 
The  Telerate  Matrix  provides  instantaneous  live  electronic 
monitoring  of  the  domestic  fixed  income  markets. 

The  implementation  of  direct  bank  deposits  during  the  early 
1970 's,  whereby  departments  deposit  their  receipts  directly  to 
local  branches  of  Bank  of  America,  the  City  and  County's 
concentration  bank,  continues  to  accelerate  cash  flow  into  the 
Treasury.  Lockbox  procedures  are  in  effect  for  processing 
invoice  receipts,  Municipal  Court  parking  and  traffic  citation 
receipts.  Tax  collection  receipts  and  other  City  department 
receipts  are  received  for  processing  through  an  NCR  Remittance 
Processing  System  for  direct  bank  remittance.  These  procedures 
provide  early  deposit  of  receipts  plus  reduced  bank  charges. 

The  Investment  Staff  continually  monitors  and  invests  all 
funds  that  flow  through  the  remittance  processing  system  by 
electronic  access.  All  funds  are  transferred  by  Fed-wire  to  the 
concentration  account  for  Controller  disbursement  or  Treasurer 
investment . 

Besides  the  aforementioned  procedures,  credit  cards  are 
accepted  for  payment  of  traffic  fines,  towing  and  storage  fees, 
and  misdemeanor  bails  which  has  resulted  in  the  reduction  of 
bad  checks,  acceleration  of  payments  and  immediate  availability 
of  funds  for  investment.  In  addition  to  the  investment  of  those 
funds  mentioned  above,  the  Investment  Division  also  invests 
funds  received  from  the  Transit  Impact  Fee.  The  fee  is 
collected  from  developers  of  new  commercial  space  within  the 
City's  downtown  area.  Pursuant  to  a  court  order,  and  until 
completion  of  all  court  proceedings,  funds  are  invested  in 
ninety  (90)  day  Treasury  Bills.  As  of  June  30,  1990,  the 
balance  of  these  fees  totaled  $3,915,257.  This  balance  is  a 
reduction  from  prior  year  total  due  to  favorable  court 
decisions  on  various  Impact  Accounts  which  have  allowed  funds 
to  be  transferred  to  the  City  and  County  of  San  Francisco, 
Public  Utilities  Commission. 


The  position  of  Cash  Manager  was  staffed  for  the  entire 
fiscal  year  reducing  the  burden  of  the  Chief  Investment 
Officer.  The  Cash  Manager's  primary  responsibilities  include: 
compliance  of  the  Charter  mandate  that  all  revenues  deposited 
with  City  departments  are  received  and  receipted  in  the 
Treasurer's  Office  by  the  next  business  day;  analyzes  cash  flow 
throughout  the  City  and  develops  a  cash  flow  system;  initiates 
and  modifies  cash  flow  procedures;  establishes  and  maintains 
banking  relationships;  advises  and  makes  recommendations  to 
City  and  County  department  personnel  regarding  cash  management 
procedures  and  policies;  and  assists  the  Chief  Investment 
Officer  in  administering  cash  management  and  investment 
policies. 

Extended  use  of  these  various  procedures  to  other  programs 
is  an  ongoing  process  and  continues  to  increase  revenues  and 
provides  improved  taxpayer  assistance  while  containing  costs. 

The  South  Africa  Divestment  Ordinance,  effective  March  10, 
1986,  had  been  anticipated  by  the  Treasurer  and  Investment 
Division  staff  and  consequently,  there  were  no  investments  in 
the  portfolio  which  were  in  conflict  with  the  City's  divestment 
policy.  Subsequent  to  the  enactment  of  the  ordinance,  all 
financial  institutions  were  sent  appropriate  affidavits  to 
comply  with  the  ordinance  provisions.  All  institutions  with 
City  deposits  have  returned  signed  affidavits.  Additionally, 
all  financial  transactions  are  reviewed  to  be  sure  that  we  are 
in  compliance  with  the  ordinance. 

All  financial  institutions  were  advised  of  the  City's 
MacBride  Principles'  Ordinance  which  pertains  to  fair 
employment  practices  in  Northern  Ireland.  It  is  the  policy  of 
the  Treasurer  to  support  these  principles  and  encourage 
financial  institutions  to  assist  those  companies  which  abide  by 
the  principles. 
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TAX  COLLECTION  DIVISION 

The  office  of  the  Tax  Collector  receives  and  deposits  all 
monies  for  taxes,  licenses  and  other  fees  due  the  City  and 
County  under  the  direction  of  the  Treasurer,  in  accordance  with 
the  provisions  of  the  Charter  and  the  City's  Administrative 
Code.  It  also  provides  the  collection  of  delinquent  accounts 
for  other  City  departments.  In  order  to  be  effective  this  work 
requires  coordination  with  other  aqencies  of  the  City  and 
County,  the  Board  of  Supervisors  and  the  State  of  California, 
as  well  as  other  tax  administrators  and  policy  bodies. 

The  office  aims  to  provide  an  equitable  and  efficient 
collection  of  property  taxes,  business  taxes,  licenses,  and 
parking  meter  revenues  in  accordance  with  State  law  and  City 
ordinances,  and  at  the  same  time  maximize  the  investment  return 
by  expeditiously  processing  and  depositing  receipts. 

The  Tax  Collector  supervises  eight  operating  sections: 
Cashier,  Real  Estate,  Business  Taxes  and  Audits,  Delinquent 
Revenue  Collection,  Investigation,  Legal,  License  and  Parking 
Meters.  The  sections  have  the  following  basic  goals: 

1.  To  provide  centralized  administrative  services  for  the 
department  and  support  services  to  divisional  program 
activities. 

2.  To  provide  for  the  centralized  collection  of  secured 
and  unsecured  property  taxes  for  local  government  taxing 
agencies  within  the  City  and  County  of  San  Francisco. 

3 .  To  maintain  a  post  audit  program  to  determine  the 
accuracy  of  taxpayer  reports  and  to  levy  additional  taxes  if 
the  audit  indicates  an  underpayment. 

4.  To  administer  and  collect  the  Business  Tax,  the 
Payroll  Expense  Tax,  Parking  Tax,  Utility  Tax,  Stadium 
Admission  Tax,  and  Transient  Occupancy  Tax. 

5.  To  provide  for  the  centralized  collection  of  accounts 
delinquent  in  excess  of  90  days  for  all  City  and  County 
Departments  except  those  under  the  jurisdiction  of  the  Public 
Service  Enterprises,  and  to  provide  for  the  resolution  of  all 
delinquent  taxpayer  accounts. 

6.  To  collect  fees  for  Licenses  and  Permits  which  are 
required  by  Municipal  Code,  Part  III;  to  collect  the  Dog 
License  Fees;  and  to  determine  eligibility  for  preferential 
parking  permits  in  selected  residential  areas  and  collect  fees 
for  same. 
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7.  To  administer  and  account  for  the  collection  of 
Parking  Meter  Revenues. 

The  function  of  each  section  is  described  in  more  detail  in 
the  body  of  this  report.  They  also  include  individual  program 
goal  statements  directed  towards  the  achievement  of  timely  and 
guality  public  service.  Together  they  express  the  main 
objective  of  the  Tax  Collector's  Office:  to  maximize  the  City 
and  County  revenues  to  finance  services  and  functions. 


HIGHLIGHTS  FOR  FISCAL  1989-1990 


One  of  the  major  projects  for  the  Tax  Collector  Office  is 
the  implementation  of  the  Rent  Stabilization  and  Arbitration 
Ordinance.  The  Rent  Stabilization  and  Arbitration  Ordinance 
passed  in  July  1989  which  imposed  a  $8  fee  per  rental  unit. 
This  $8  fee  is  used  to  finance  the  Rent  Board  which  listens  to 
disputes  and  resolves  problems  between  tenants  and  landlords. 
The  Tax  Collector  Office  worked  closely  with  ISD,  the  Rent 
Board,  and  the  Mayor's  Office  to  implement  this  program 
effectively.  The  License  Section  in  the  Tax  Collector  Office 
started  collecting  the  $8  fee  as  of  October,  1989  and  is 
continuing  this  collection  effort  successfully. 

The  Real  Estate  Section  collected  $529,358,377  as  against 
$483,583,552  for  the  previous  year.  The  amounts  collected  for 
Supplemental  Secured,  which  are  included  in  the  above  totals, 
represent  the  greatest  percentages  of  improvement  in  revenues. 
This  years  Supplemental  Secured  Real  Property  revenues  amounted 
to  $20,263,873  compared  to  $16,308,405  for  the  previous  fiscal 
year,  an  increase  of  24%.  Supplemental  Unsecured  revenues 
showed  an  decrease  of  46%  from  those  of  the  previous  year,  a 
collection  of  $1,584,762  in  fiscal  1989-90  compared  to 
$2,927,453  in  1988-89. 

The  Business  Tax  Section  collected  $260,129,527  as  compared 
to  $253,980,241  in  fiscal  year  1988-1989.  The  Business 
Registration  Fee  accounted  for  $8,784,930  of  this  sum.  The 
Parking  Tax  which  is  levied  against  off  street  spaces  amounted 
to  $22,853,357  compared  to  $22,798,351  in  the  previous  year. 
Hotel  Tax  revenues  decreased  from  $65,219,006  in  fiscal  year 
1988-89  to  $63,407,085  in  fiscal  year  1989-90. 
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The  Audit  Section  completed  1,011  audits  of  firms  in 
connection  with  the  payment  of  Business/Payroll  taxes,  Parking 
or  Hotel  taxes.  These  resulted  in  audit  deficiency  billings  of 
$9,636,480  which  increased  its  audit  billing  per  hour  to  $819 
over  the  previous  year's  $800.  The  average  billing  per  audit 
was  $9,532  compared  to  the  previous  year's  $9,700. 

The  Bureau  of  Delinquent  Revenue  collected  $9,564,442  in 
fiscal  year  1989-90.  This  is  an  increase  of  $1,449,749  over 
last  year's  collection  of  $8,114,693. 

The  Legal  Section  recovered  $3,972,989  in  fiscal  year 
1989-90  due  to  their  legal  action  efforts.  This  is  an  increase 
of  $1,870,172  over  last  year's  recovery  of  $2,102,817. 

The  Investigation  Section  made  13,860  attempted  contacts  in 
fiscal  year  1989-90  which  resulted  in  collections  of 
$7,665,678.  This  is  an  average  of  $553  per  contact.  This  is  the 
best  average  ever  compared  to  previous  year's  collection.  In 
fiscal  year  1988-89,  average  collection  per  contact  was  $458. 

Parking  Meter  Revenues  escalated  from  $9,089,662  last 
fiscal  year  to  $9,481,193  in  fiscal  1989-1990.  This  represented 
an  4%  increase.  The  October  17  earthquake  of  1989  affected  the 
amount  of  revenue  collections  for  the  Parking  Meter  Section. 
The  number  of  automobiles  entering  the  City  decreased  after  the 
earthquake  and  as  a  result  parking  meter  revenues  decreased. 

The   Tax   Collector's   office   collected   a  total   of 

$923,418,044   in   fiscal   1989-1990.   This   exceeds  the   total 

collection  for  the  previous  year,  $869,239,336,  by  $60,321,195 
and  represents  an  7.0%  increase  in  overall  revenues. 
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MANAGEMENT  INFORMATION  SECTION 

The  M.I.S.  Section  obtained  its  first  dedicated  staff 
position  in  FY  89-90  with  the  addition  of  an  1818  M.I.S. 
Specialist  II.  As  a  result  of  this  change  staff  in  City  Hall 
were  able  to  increase  their  utilization  of  the  Wang  VS  5000 
mini-computer  system,  with  applications  that  include  word 
processing,  spreadsheet,  data  files  and  telecommunications. 

The  Business  Tax  Section  moved  to  25  Van  Ness  in  the 
beginning  of  the  fiscal  year,  and  a  second  VS  5000  was 
installed  in  that  office.  The  system  is  connected  to  the  IBM 
mainframe  in  City  Hall  via  a  telecommunications  line,  so  all 
Wang  terminals  can  be  used  for  mainframe  file  access  as  well  as 
the  standard  Wang  data  processing,  word  processing  and 
spreadsheet  activities. 

An  introduction  to  Word  Processing  training  course 
consisting  of  three  four-hour  sessions  was  developed  by  our 
M.I.S.  Specialist.  He  trained  sixty  staff  members  during  the 
fiscal  year,  and  will  be  holding  classes  on  a  regular  basis. 
The  computer  room  at  25  Van  Ness  serves  as  the  Tax  Collector's 
training  room.  In  addition,  twenty-three  staff  members 
received  training  from  I.S.D.  in  20/20,  our  system  spreadsheet, 
and  have  gone  on  to  develop  spreadsheets  either  on  their  own  or 
with  the  help  of  the  M.I.S.  Specialist. 

Development  continued  throughout  the  year  on  our  new 
Business  Taxes  System  (BTS) .  The  Draft  Requirements  Statement 
was  completed  and  work  begun  on  the  Outline  Physical 
Design/Total  Requirements  Statement.  Our  M.I.S.  Manager 
remains  heavily  involved  as  Project  Coordinator.  The 
development  team  was  expanded  significantly  in  the  latter  part 
of  the  year,  and  continues  to  work  closely  with  Business  Tax 
staff  in  completing  the  requirements  definition  for  the  new 
system.  Plans  were  developed  for  a  phased  implementation,  with 
the  first  phase  of  the  system  to  be  installed  in  June  1991. 

Our  M.I.S.  Manager,  who  joined  the  Telecommunications 
Steering  Committee  during  FY  89-90,  conducted  two  pilot  tests 
of  DCP,  a  form  of  ISDN  telecommunications  technology.  The 
Department  of  Electricity  and  Telecommunications  is  planning  a 
city-wide  network  using  ISDN  as  its  telecommunications  platform 
beginning  in  1992.  Pilot  tests  such  as  these  enable  the  City 
to  test  the  available  technology  at  an  early  stage,  and  help 
position  the  Tax  Collector's  office  for  an  easy  and  inexpensive 
migration  to  the  new  technology  when  it  becomes  available.  The 
result  was  a  new  line  high-speed  connecting  our  Wang  VS  5000 
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with  the  Automated  Court  Information  System  (ACIS)  in  Superior 
Court.  Staff  in  both  our  Legal  Section  and  Bureau  of 
Delinquent  Revenue  formerly  had  to  go  up  to  room  317  and  wait 
on  line  at  a  limited  number  of  terminals  shared  by  both  staff 
and  the  public  in  order  to  use  ACIS.  They  can  now  log  on  and 
make  the  same  inquiries  from  their  own  Wang  terminals,  and  the 
time  saved  has  been  turned  into  higher  productivity  as  well  as 
higher  revenues  generated  by  these  sections. 

In  the  coming  fiscal  year  our  M.I.S.  section  will  continue 
to  develop  training  programs  and  computer  applications  that 
enable  staff  to  handle  their  work  more  efficiently,  generate 
higher  revenues  and  provide  better  public  service. 
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CASHIER  SECTION 

The  Cashier  Section  receives  and  accounts  for  all  payments 
of  taxes,  licenses,  and  other  revenues.  This  includes  both 
those  payments  made  over  the  counter  in  cash  or  by  check  and 
all  payments  received  in  the  mail.  The  section  maintains 
internal  control  of  all  payments  by  a  system  of  numeric 
identification  data  along  with  batch  data  and  microfilms  the 
checks  connected  with  each  payment.  In  addition,  a  new  NCR 
Model #  7770  electronic  processing  system  has  been  established. 
It  can  handle  large  volumes  of  items  at  a  rate  of  3,500  items 
per  hour  and  post  receipt  of  payments  on  accounts  by  next 
business  day  directly  to  the  computer  mainframe.  Previously  on 
a  manual  old  system,  items  took  from  one  to  four  weeks  to 
accomplish  the  posting  of  receipts.  Control  is  done  through  a 
series  of  consecutive  numbers  assigned  to  each  and  every  item. 
The  section  balances  each  type  of  revenue  separately  and 
deposits  the  sum  of  revenue  collected  on  a  daily  basis  with  the 
Treasurer. 

The  Cashier  Section  also  opens,  sorts,  and  processes  all 
mail  received  by  the  Tax  Collector's  Office.  All  checks  with 
proper  supporting  documents  are  processed  immediately.  Checks 
without  proper  supporting  documents  or  which  need  verification 
are  kept  in  the  Cashier's  Check  Control  Section,  while 
photocopies  of  these  checks  are  sent  to  the  appropriate  tax 
section  for  examination  and  identification. 

This  year  the  Cashier  Section  began  the  collection  of  the 
Rent  Stabilization  and  Arbitration  Fees.  This  fee  increased 
both  the  dollar  amount  and  the  number  of  items  processed  by  the 
Cashier  Section.  The  dollar  amount  received  was  $1,276,368  with 
the  number  of  items  processed  being  40,056.  This  section,  with 
the  added  responsibility,  continues  to  deposit  receipts 
promptly  and  efficiently.  The  processing  of  all  of  these  new 
and  existing  items  are  performed  by  the  staff  of  ten  permanent 
employees.  Additional  temporary  employees  of  both  cashiers  and 
clerks  are  hired  to  assist  during  the  peak  periods  of  Real 
Estate  Collection. 

For  the  coming  fiscal  year,  the  section  is  continuing  on 
its  modernization  process.  With  the  recent  activation  of  the 
new  computer  terminal  cash  registers  and  remittance  processing 
equipment,  the  time  in  posting  of  information  and  deposit  of 
receipts  has  been  shortened.  Continuing  plans  are  for  the 
completion  and  activation  of  the  rest  of  taxes  yet  to  be  placed 
on  the  system  and  for  the  expansion  of  additional  cash 
registers. 


15 


The  total  cash  processed  by  the  Cashier  Section  increased 
by  $54,178,708  or  6.3%  in  fiscal  year  1989-1990  for  a  total  of 
$923,418,044.  The  increase  in  the  total  number  of  items 
processed  is  618,987  over  551,549  in  fiscal  year  1988-1989  for 
an  increase  of  12.2%. 

Retail  Sales  and  Local  Transportation  Tax 

The  State  of  California,  acting  since  1958  as  the  agent  of 
the  City  and  County,  collects  the  San  Francisco  Uniform  Sales 
and  Use  Tax  and  returns  revenues  minus  collection  costs  to  the 
City  and  County.  The  state  collected  an  additional  $21,521,430 
for  deposit  in  the  Local  Transportation  Special  Fund.  Together 
these  items  represent  a  total  of  $106,022,827  in  additional  tax 
revenue  for  the  City  and  County. 

Please  Note;  The  figures  included  in  the  Cashier  Collection 
report  and  those  in  the  Real  Property  and  Business  Taxes 
sections  statistical  reports  do  not  match.  The  figures  in  the 
Cashier's  Section  are  the  amounts  as  originally  collected  and 
before  adjustment.  The  figures  in  the  other  sections,  as  per 
the  notes  on  their  respective  statistical  tables,  represent  the 
amounts  as  adjusted  by  transfers,  duplicates  and  overpayments. 
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SOURCES  OF  REVENUE 

TAX  COLECTOR'S  OFFICE 

1989-1990 


Delinquent  Revenue  0.4%  Parking  Meters  1 .0% 


Licenses  1 .0% 


Other  0.3%  TOTAL  PROPERTY 

TAXES  57.7% 


Business  Registration  1 .0% 

TOTAL 
BUSINESS 
TAXES  28.1% 

Utility  Tax  2.5' 
Parking  Tax  2.4% 

Business  Tax  2 


Tax  Redemption  1 .8% 

UPP  Supplemental  0.2% 

Unsecured  Personal  Property  5.9% 


Secured  Property  Supplemental  2.4% 
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PROPERTY  TAX  SECTION 

The  Property  Tax  Section  collects,  records,  and  reports 
payments  of  secured  and  unsecured  property  taxes  and  special 
assessments. 

The  section  operates  in  two  units:  Real  Estate  and  Tax 
Redemption  Bureau. 

Real  Estate  Section 

Tax  Collection  begins  with  the  mailing  of  tax  bills.  The 
Section  mailed  more  than  215,300  regular,  escaped  assessment 
and  supplemental  tax  bills  throughout  the  year.  The  Real  Estate 
Section  makes  its  biggest  mailing  in  October  when  it  mailed 
155,000  secured  property  tax  bills  two  weeks  earlier  than  the 
date  reguired  by  the  State  Revenue  and  Taxation  code  of 
November  1.  It  mailed  an  additional  44,254  plus  unsecured  tax 
bills  throughout  the  year  as  well  as  more  than  16,046 
supplemental  tax  bills.  The  nature  of  the  supplemental  roll 
reguires  individual  monthly  mailings  rather  than  the  one  big 
mailing  for  the  regular  secured  roll. 

The  Property  Tax  Section  collected  $529,358,377  in 
1989-1990,  processing  more  than  400,000  payments.  Whether  the 
Section  recorded  these  payments  electronically  on  the  NCR 
remittance  processors  or  manually,  they  reconciled  them 
promptly  and  completed  all  collection  reports  in  a  timely  and 
efficient  manner. 

The  public  made  more  than  132,117  inguiries  either  by  mail 
or  telephone  or  by  walking  into  the  Tax  Collector's  Office. 
They  reguested  duplicate  tax  bills,  explanations  of  tax  bills 
and  refunds  of  overpayments.  Assessor  and  assessee  errors 
necessitate  roll  corrections  which  result  in  corrected  tax 
bills.  These,  in  turn,  result  in  new  collections  or 
overpayments  which  the  Section  must  refund. 

The  Section  set  and  met  the  following  MBO  objectives: 

1.  To  complete  mailing  of  all  current  year  secured  tax 
bills  by  November  1. 

2.  To  process  within  three  days  all   secured  payments 
received  on  or  before  December  10  and  April  10. 

3.  To  post  and  reconcile  within  sixty  days  all  secured 
payments  received  on  or  before  December  10  and  April  10. 

4.  To   post   and   reconcile   within   forty-five   days   all 
unsecured  payments  received  on  or  before  August  31. 
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5.  To  provide  a  listing  of  delinquent  unsecured  accounts  as 
of  August  31  to  the  Investigation  section  by  October  15. 

6.  To  mail   100%  of  non-penalty  courtesy  letters  within 
seven  days  of  receipt  from  Cashier. 

Tax  Redemption  Bureau 

This  Bureau  computes  and  processes  payments  of  prior  year 
delinquent  secured  property  taxes.  It  maintains  complete 
listings  and  accounting  records  of  prior  years  delinquent 
property  taxes,  penalties,  costs,  redemption  penalties  and 
fees.  It  also  maintains  complete  records  on  taxes  being  paid 
under  the  five  year  installment  payment  plan. 

In  1989-1990  taxpayers  redeemed  5,595  tax  defaulted  parcels 
to  produce  a  revenue  total  of  $16,964,068. 

An  online  automated  financial  system  maintains  the 
accounting  records  for  delinquent  taxes  outstandinq  and 
collected.  The  system  provides  inquiry,  update  and  payment 
recording  features . 

The  bureau  handles  a  large  volume  of  telephone  calls  and 
correspondence  as  to  the  interpretation  of  the  State  Revenue 
and  Taxation  Code,  current  tax  status  and  computation  of  taxes 
and  penalties  from  the  general  public,  title  insurance 
companies,  mortgage  companies,  savings  and  loan  companies, 
banks  and  tax  service  agencies.  Its  effective  function  demands 
a  close  working  relationship  with  the  offices  of  the  City 
Controller,  the  Assessor  and  the  State  Controller. 

The  Bureau  also  prepares  lists  of  property  that  have  become 
tax-defaulted  and  of  tax-defaulted  property  subject  to  power  to 
sell.  In  compliance  with  State  Law,  it  published  the  Delinquent 
List  in  September  and  the  Notice  of  Power  to  Sell  Tax-Defaulted 
Property  in  June  in  the  local  newspaper. 
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BUSINESS  TAXES  SECTION 

The  Business  Taxes  Section  is  responsible  for  the 
administration  of  the  Business  Tax  ,  Payroll  Expense  Tax, 
Parking  Tax,  Utility  Users  Tax,  Hotel  Tax,  and  Stadium  Operator 
Admission  Tax.  The  administration  of  these  taxes  involves  the 
maintenance  of  taxpayers'  files,  collection  of  taxes  and  fees, 
taxpayer  assistance  and  a  post  audit  program  to  ensure 
compliance  by  taxpayers  with  the  various  tax  ordinances  and 
regulations.  Currently,  there  are  approximately  58,000  active 
taxpayer  accounts.  These  accounts  reguire  continuous  servicing 
to  maintain  their  current  status. 

The  Business  Taxes  Section  continues  to  devote  major  effort 
to  the  development  of  a  comprehensive  computer  system.  The  new 
system  is  designed  to  enhance  the  efficiency  of  the  operations 
of  the  section.  It  will  also  provide  statistical  and  other 
vital  information  for  the  section,  the  Tax  Collector's  office 
and  other  city  agencies. 

In  the  fiscal  year,  the  Business  Taxes  Section  has 
undertaken  a  pilot  project  in  its  audit  program.  In  June,  1990, 
a  team  of  3  auditors  were  sent  to  the  Los  Angeles/San  Diego 
area  on  an  audit  assignment.  The  auditors  spent  2  weeks  in 
these  cities,  completed  29  audits  and  produced  $164,547  of  tax 
deficiency  billings.  If  funds  are  adeguately  provided,  our  next 
pilot  target  will  be  New  York,  Chicago  and  other  eastern  cities 
where  many  of  our  major  taxpayers  are  based. 

The  audit  program  as  a  whole  has  shown  improvement  over  the 
previous  year.  This  year,  we  managed  to  spend  11,767  audit 
hours  to  produce  1,011  audits  and  $9,636,480  of  tax  deficiency 
billings.  In  fiscal  year  1988-1989,  the  results  were  9,735 
hours,  803  audits  and  $7,788,896  of  tax  deficiency  billings. 
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BUREAU  OF  DELINQUENT  REVENUE 

The  Bureau  provides  two  types  of  collection  functions  to 
various  departments  of  the  City  and  County  of  San  Francisco  as 
provided  in  the  Administrative  Code.  Primarily,  it  furnishes 
collection  services  to  departments  that  are  unable  to  collect 
their  accounts  receivable  within  the  90  days  before  they  are 
considered  delinquent. 

All  accounts  referred  to  the  Bureau  are  entered  into  the 
computer  system,  checked  for  errors  and  then  balanced.  Computer 
generated  letters  provide  debtors  with  the  opportunity  to  deny, 
discuss  and  resolve  their  obligation  to  the  City.  Should  the 
letters  return  as  undeliverable,  skip  tracing  procedures  are 
initiated  to  locate  the  debtors.  These  procedures  include  the 
use  of  credit  reports  and  records  of  other  governmental 
agencies  such  as  the  Department  of  Motor  Vehicle,  Registrar  of 
Voters,  and  the  Assessor's  Office.  Telephone  calls  are  made  to 
debtors'  homes  and  places  of  business  or  employment  when  the 
collectors  feel  that  it  is  advantageous  over  the  mail  service. 
Liens  are  filed  for  unpaid  hospital  accounts  in  lawsuits 
involving  accident  related  injuries  or  workman's  compensation 
cases.  The  Bureau  also  represents  the  City  as  a  creditor  in 
probate  cases.  As  a  final  solution  to  collections,  the  Bureau 
may  initiate  civil  litigation  to  protect  the  City  and  County's 
interest. 

For  fiscal  year  1989-90,  collection  of  delinquent  accounts 
(excluding  taxes)  increased  by  $1,263,921  (23.4%).  This  is  an 
acceptable  increase  and  within  the  Bureau's  collection 
predictions.  The  number  of  cash  collections  also  increased  by 
10.6%.  Total  collections  by  the  Delinquent  Accounts  Section  was 
$6,268,184.  Contractual  Services  by  Doctor's  Business  Bureau 
accounted  for  an  additional  $394,092. 

As  a  secondary  function,  the  Bureau  collects  taxes  and 
other  accounts  receivable  when  a  business  or  person  opens  an 
escrow  or  files  for  bankruptcy.  Unless  demands  are  sent  in  a 
timely  manner  to  the  escrow  holders,  the  collection  potential 
of  these  receivables  diminish  considerably.  Creditor  claims 
must  also  be  properly  filed  in  bankruptcy  courts  in  order  to  be 
valid  and  collectible.  All  claims  filed  after  the  statutory 
period  lack  validity  and  are  denied  by  trustees  of  the 
bankruptcy  courts. 

The  Escrow  and  Bankruptcy  Section  aqain  performed  in  an 
excellent  manner.  The  Bureau  anticipated  a  20%  drop  in  revenue 
because  the  6  months  backlog  of  bankruptcy  claims  had  been 
brought  into  an  acceptable  3  weeks  processing  period  with  the 
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addition  of  a  collections  officer  and  a  collection  supervisor. 
Instead  collections  had  increased  by  6.8%.  Collections  for 
bankruptcy  claims  amounted  to  $1,049,424.  Total  collection  for 
the  Escrow  and  Bankruptcy  Section  was  $2,902,166. 

Overall  the  Bureau  has  increased  collections  by  53.6%  since 
the  addition  of  the  collection  supervisor  and  collections 
officers  during  July,  1988.  Result  of  this  budgetary  decision 
is  lower  staff  stress,  higher  morale  and  increased  revenues  to 
the  City  and  County.  The  total  2  year  increase  of  $3,336,760  at 
a  cost  of  approximately  $447,796  for  the  collections  officers 
is  a  very  acceptable  rate  of  return. 

Because  of  a  turnover  of  2  key  supervisor  positions,  the 
Bureau  will  re-evaluate  its  procedures  and  staff  assignments. 
Emphasis  during  fiscal  year  1990-91  will  be  to  increase 
collections  in  the  area  of  outpatient  accounts.  Because  of  a 
slower  economy,  the  Bureau  expects  the  workload  for  escrow 
demands  to  increase.  Should  it  happen,  the  bankruptcy  backlog 
will  again  become  unmanageable. 
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INVESTIGATION  SECTION 

The  Investigation  Section  conducts  field  investigations 
essential  to  assure  compliance  with  the  tax  codes  and 
ordinances  governing  the  office  of  the  Tax  Collector.  The 
section  makes  these  investigations  for  the  other  sections  in 
the  Tax  Collector's  Office.  For  example,  Investigators  survey 
large  office  buildings  and  construction  sites  to  ascertain  that 
all  businesses  are  registered  for  business/payroll  taxes. 
Likewise,  they  assist  the  Legal  Section  in  preparing  court 
cases  by  compiling  reports  and  serving  necessary  legal 
documents.  The  section  also  prepares  documentation  and  sues  in 
Small  Claims  Court  on  business,  parking  and  hotel  taxes  of 
$2,500  or  less,  as  well  as  on  all  apartment  house  and  hotel 
license  fees. 

This  is  the  third  consecutive  year  of  collecting  more  than 
seven  million  dollars.  The  collection  this  year  is  $370,129 
more  than  a  year  ago.  Last  year,  the  Investigation  Section 
averaged  $458  per  call,  this  year  it  averaged  $553.  In  addition 
to  the  seven  million  dollars,  it  collected  $550,000  in  partial 
payments . 

The  Clearance  Unit  has  done  a  superb  job  in  clearing 
accounts  and  issuing  certificates.  This  unit  cleared  and  issued 
77,548  certificates.  The  Clearance  unit  collected  $409,962  in 
Business  Taxes  and  $2  6,000  in  unsecured  personal  property 
taxes.  They  also  collected  $211,240  in  Registration  Fees  that 
is  not  included  in  the  $435,962  collected  for  taxes. 

Since  the  unit  was  given  the  capability  of  printing  the 

certificates  daily  for  cleared  accounts,  the  taxpayers  now 

receive  their  certificates  within  five  days  rather  than  ten 
days. 

In  the  next  fiscal  year,  the  Investigation  Section  will 
have  its  own  computers.  This  will  speed  up  the  time  it  now 
takes  to  clear  delinquent  accounts.  This  year,  the  Enforcement 
Units  were  very  busy.  They  registered  a  record  number  of 
businesses  for  business  tax  and  registered  and  collected  the 
fees  for  roofers  doing  business  in  the  City  and  County  of  San 
Francisco. 

For  the  fiscal  year  1990-91,  the  Investigation  Section  has 
plans  to  implement  programs  which  will  enhance  its  ability  to 
collect  unsecured  personal  property  taxes  on  boats  and 
unsecured  supplemental  taxes.  First,  the  Department  of  Motor 
Vehicles  will  not  renew  the  registration  on  boats  that  have 
delinquent  taxes.  Second,  there  will  be  a  joint  effort  by  the 
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Assessor  and  the  County  Clerk  to  get  the  supplemental  bills  out 
sooner.  Investigations  would  then  be  able  to  bill  the  estate 
and  collect  these  taxes  before  the  property  is  distributed. 

The  Investigation  Section  has  these  basis  goals: 

1.  To  maximize  our  collections  with  the  least  amount  of  effort. 

2.  To  file  suits  timely  on  all  accounts  of  $5,000  and  under. 

3.  To  clear  all  registration  within  10  days  where  there  is  no 
delinquency. 

4.  To  make  sure  that  all  firms  doing  business  in  San  Francisco 
are  registered  for  the  business  tax  or  have  the  required 
stickers. 
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LEGAL  SECTION 

The  Legal  Section's  primary  function  continues  to  be  the 
collection  of  delinquent  monetary  claims  coming  under  the  Tax 
Collector's  jurisdiction.  In  addition  to  this  primary 
function,  Legal  Section  acts  as  the  legal  advisor  to  the  Tax 
Collector  and  his  section  supervisors  on  legal  issues  that 
arise  in  the  course  of  their  respective  monetary  collection 
activities. 

The  majority  of  delinquent  accounts  referred  to  Legal 
Section  are  tax  deficiency  assessments  from  the  Business  Tax 
Section;  the  remainder  are  medical  treatment  accounts  from  San 
Francisco  General  and  Laguna  Honda  hospitals.  These  delinquent 
tax  assessments  often  involve  closely  held  corporations  or 
limited  partnerships  and  demand  analysis  of  sophisticated 
commercial  legal  relationships  before  a  successful  collection 
strategy  can  be  developed.  A  thorough  knowledge  of  bankruptcy 
law  is  essential  to  this  practice. 

The  medical  treatment  claims  are  referred  to  the  Legal 
Section  by  the  Bureau  of  Delinquent  Revenue;  they  typically 
arise  because  the  hospital  patient  or  his  estate  has  assets  in 
excess  of  the  amounts  allowable  by  law.  In  the  course  of 
enforcing  payment  of  this  kind  of  claim,  Legal  Section  staff 
must  deal  with  legal  issues  arising  from  the  account  debtor 
transferring  property  to  relatives  or  otherwise 
misappropriating  assets  that  should  have  been  applied  to 
payment  of  hospital  services. 

Although  Legal  Section  personnel  utilize  the  civil 
collection  suit  as  its  principle  tool  to  enforce  payment  of 
delinquent  accounts,  they  also  employ  other  procedures  when 
appropriate,  includinq  a  wide  ranging  array  of  civil  creditor 
procedures  to  collect  delinquent  accounts.  Among  these 
procedures  are  claims  in  bankruptcy  estates,  decedent  estates, 
and  conservatorship  estates,  a  variety  of  liens,  and  voluntary 
payment  instruments . 

As  a  separate  operating  section,  Legal  has  its  own  set  of 
MBO  objectives  which  were  revised  this  year  in  anticipation  of 
additional  professional  staffing.  Legal  Section  increased  its 
overall  monetary  collection  goal  from  1  million  to  1.5  million 
dollars.  It  also  identified  two  supplementary  goals  and  added 
them  to  its  MBO  objectives  for  this  fiscal  year.  Legal  Section 
established  the  goal  of  filing  60  new  civil  complaints  during 
the  year  and  obtaining  28  judgments  during  the  year. 
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During  this  period  Legal  Section  employed  two  additional 
employees  to  augment  its  ordinance  enforcement  and  collection 
mandates:  An  8178  Senior  Trial  Attorney  and  a  second  8173  Legal 
Assistant  were  added  to  the  section's  personnel  roster  by 
action  of  the  budget  process  during  the  proceeding  year.  At 
present  Legal  Section  is  staffed  by  a  Class  8190  Tax  Collector 
Attorney  who  functions  as  the  section  supervisor;  a  class  8178 
Senior  Trial  Attorney,  two  class  8173  Legal  Assistants,  and  two 
Class  1458  Legal  Secretaries. 

As  a  result  of  the  aforementioned  additional  personnel  at 
the  professional  level,  Legal  Section  has  broadened  its 
enforcement  activities  in  the  area  of  lien  claims  filed  by  the 
Bureau  of  Delinquent  Revenue.  Before  the  additional  attorney 
was  employed,  Bureau  of  Delinquent  Revenue  employees  filed 
liens  in  both  Workers  Compensation  Cases  and  personal  injury 
actions  and  awaited  payment  or  offers  of  compromise.  The  sole 
attorney  could  not  offer  enforcement  services  except  on  a 
sporadic  basis.  With  the  additional  attorney,  however,  every 
Workers  Compensation  Lien  that  is  not  paid  in  full  is  entered 
in  a  separate  inventory  category  and  processed  by  the  Assistant 
Tax  Collector  Attorney,  who  is  able  to  demand  a  full  hearing  on 
the  merits  of  the  lien.  In  the  area  of  BDR  liens  filed  in 
personal  injury  actions  pending  in  the  state  and  federal 
courts,  the  additional  attorney  routinely  files  suit  to  collect 
lien  amounts  from  the  patient's  attorney  in  every  case  where 
the  lien  amount  has  not  been  paid  in  full.  The  results  of  this 
expanded  legal  representation  can  be  seen  in  the  sharply 
increased  amounts  collected  from  BDR  liens.  For  the  last  two 
quarters  of  the  year,  the  amount  collected  from  liens  was  over 
$100,000  per  quarter.  Formerly,  the  amounts  collected  from 
liens  were  about  $30,000  per  quarter. 

The  additional  attorney  and  legal  assistant  were  also 
utilized  in  the  area  of  bankruptcy  claims  as  filed  by  the 
Bureau  of  Delinquent  Revenue.  Formerly  BDR  employees  filed 
creditor  claims  but  did  not  offer  a  legal  response  when  the 
debtor  filed  a  motion  in  bankruptcy  court  challenging  the 
claim.  With  the  augmented  legal  staff,  trained  legal  assistants 
organize  and  analyze  the  bankruptcy  file  whenever  the  debtor  or 
bankruptcy  trustee  makes  an  adverse  pleading  affecting  a  tax 
collector  claim.  The  two  attorneys  prepare  the  necessary 
responsive  pleadings  and  appear  in  bankruptcy  court  in  support 
of  the  tax  claim.  The  results  of  this  type  of  activity  are 
reflected  in  the  sharply  increased  collections  of  delinquent 
business  taxes  reported  by  the  Legal  Section. 
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Finally,  the  additional  attorney  was  utilized  toward 
forcing  resolution  of  long  pending  collection  actions  which  the 
tax  collector  attorney  had  previously  commenced.  Many  of  these 
actions  were  concluded  by  either  a  favorable  settlement  or 
court  trial.  This  action  has  reduced  the  inventory  of  contested 
cases  awaiting  trial  and  contributed  materially  to  the 
unprecedented  level  of  delinquent  revenue  collected  by  this 
small  section.  Legal  Section  collected  $3,972,989  of  delinquent 
revenue  from  all  service  during  the  fiscal  year. 
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LICENSE  SECTION 

The  License  Section  collects  fees  for  more  than  a  hundred 
different  types  of  businesses  and  activities.  In  compliance 
with  Part  III  of  the  Municipal  Code  these  fees  help  defray  the 
cost  of  inspection  made  by  the  Department  of  Public  Works, 
Public  Health,  Fire  Department  and  Police  Department. 
Preferential  Parking  Permit  under  the  Traffic  Ordinance 
continues  to  be  a  primary  collecting  responsibility.  Since  its 
inception  in  1977,  this  program  has  grown  from  1,600  permits 
issued  to  the  current  number  of  84,000  permits.  Three  new  areas 
will  be  added  to  the  program  next  fiscal  year  under  the 
administration  of  the  Traffic  and  Parking  Commission.  Because 
of  raised  consciousness,  dog  owners  are  not  renewing  licenses 
to  meet  both  the  section's  annual  time  frame  and  the  Health 
Department  rabies  certificate  requirement.  Consequently,  the 
number  of  licenses  issued  has  declined  53%  from  the  previous 
year.  An  amicable  solution  is  imminent  and  recommendations  to 
the  Board  of  Supervisors  for  change  should  be  made  soon. 

The  Rent  Stabilization  and  Arbitration  Ordinance  that 
passed  in  July  has  created  a  tremendous  impact  on  the  Section's 
collection  responsibility.  57,000  bills  were  mailed  in  October 
to  property  owners  imposing  a  $8  fee  per  dwelling  unit. 
Although  we  were  not  fully  staffed  until  mid-point,  through  a 
concentrated  effort  we  succeeded  in  collecting  99%  of  the 
estimated  revenue  of  $1,300,000. 

The  section  exceeded  its  estimated  goal  for  FY  1989-90  by 
over  $316,000.  We  are  proud  of  our  collection  efforts  working 
closely  with  all  requlatinq  aqencies.  This  aqqressive 
collection  resulted  in  fewer  delinquent  payments.  Just  as 
important  as  the  collection  of  fees,  priority  is  given  to 
service  to  the  public.  The  section  has  been  commended  for  this 
by  the  Mayor's  Office.  All  questions  directed  to  the  section 
are  targeted  for  resolution  with  24  hours  of  referral.  Likewise 
we  strive  to  insure  waiting  at  the  counter  to  a  tolerable 
timeframe. 

The  following  MBO  objectives  are  set  for  the  Section  to 
insure  the  prompt  collection  of  fees  and  for  the  provision  of 
service: 

1.  To  provide  the  Investigation  Unit  with  a  list  of  all 
delinquent  apartment  house  license  renewals  by 
February  15. 

2.  To  provide  the  Fire  Department  and  the  Department  of 
Public  Health  with  a  list  of  all  business  licenses 
that  are  90  days  delinquent. 
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3.  To  investigate  all  questionable  stickers  referred  by 
the  public  or  Traffic  Control,  cancelling  those  in 
illegal  use. 

4.  To  process  100%  of  license  renewals/application  within 
30  days  after  respective  deadlines  or  expiration  dates. 

5.  To  file  100%  of  licenses  or  permits  within  45  calendar 
days  after  respective  deadlines  or  expiration  dates. 

6.  To  reconcile  file  changes  and  payments  within  15  days 
of  the  end  of  the  month. 
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PARKING  METER  SECTION 

The  Parking  Meter  Section  supervises  the  collection, 
sorting,  counting,  and  depositing  of  all  parking  meter  revenues 
for  the  City  and  County  of  San  Francisco  except  for  those 
belonging  to  the  Port  Authority.  The  section  also  collects, 
compiles  and  analyzes  the  statistical  information  generated  by 
the  collections  with  the  purpose  of  maximizing  revenues  while 
containing  or  reducing  costs.  This  section  also  coordinates  the 
necessary  exchange  of  information  and  planning  among  the 
several  City  departments  that  share  responsibility  for  the 
various  facets  of  the  City's  parking  meter  system.  It  works 
with  the  Traffic  Division  of  the  Department  of  Public  Works 
which  makes  the  decisions  as  to  where  parking  meters  will  be 
installed  or  removed;  the  Department  of  Meter  Maintenance  which 
was  transferred  to  the  Department  of  Public  Works  as  of  June  1, 
1988  and  which  is  responsible  for  the  day  to  day  maintenance 
and  installation  of  the  parking  meters;  the  Police  Department 
which  provides  security  for  the  system  and  enforces  the  parking 
regulations;  and  the  Parking  Authority  which  funds  both  the 
maintenance  of  the  system  and  the  cost  of  the  counting  and 
collection  from  their  share  of  the  parking  meter  revenues. 

The  Tax  Collector's  Office  contracts  the  actual  collection 
of  the  parking  meter  revenues  to  a  private  firm  under  the 
authorization  of  Charter  Section  8.300-1  (Proposition  "J"). 
This  process  saves  the  City  and  County  substantial  amounts  of 
money  when  compared  to  what  the  same  work  would  cost  if  done  by 
employees  of  the  City  and  County.  The  Tax  Collector's  office 
formerly  contracted  the  sorting,  counting  and  depositing  of 
these  revenues  to  a  private  contractor,  but  transferred  these 
functions  to  the  counting  room  of  the  San  Francisco  Municipal 
Railway  through  a  work  order.  The  previous  contractor  declined 
to  renew  its  contract  with  the  City  and  Country  due  to 
unresolvable  insurance  problems.  This,  at  first,  resulted  in 
substantial  increases  in  the  cost  of  this  function.  However, 
over  the  last  two  years,  the  counting  room  managed  to  integrate 
the  counting  of  the  parking  meter  revenues  with  their  regular 
work,  counting  of  the  revenues  of  the  Municipal  Railway.  This 
resulted  in  significant  savings  to  the  Parking  Authority  and  in 
a  better  and  smoother  count.  The  Bank  of  America  which  receives 
these  funds  from  the  counting  room  reports  fewer  errors  than 
when  this  function  was  contracted  out. 

Parking  meter  collections  grew  from  $9,089,662  in  fiscal 
1988-89  to  $9,481,193  in  fiscal  year  1989-1990.  This 
represented  an  increase  of  only  4.3  percent.  A  28  percent 
increase  was  predicted  in  August  1989  as  the  Average  Daily 
Collection  jumped  to  $41,831,  which  if  it  had  been  sustained, 
would  have  resulted  in  a  collection  $10.3  million  dollars  for 


45 


1989-1990.  But  as  a  result  of  the  October  17  earthquake  Of 
1989,  two  collection  days  were  lost  and  the  parking  control 
officers  assigned  to  meter  enforcement  were  transferred  to 
other  duties.  The  number  of  automobiles  entering  the  city 
dropped  by  at  least  30,000  daily  due  to  the  closing  of  the  Bay 
Bridge.  Then  the  collapse  of  the  crane  on  California  Street 
removed  several  square  blocks  of  prime  downtown  parking  streets 
from  the  system  temporarily.  Collections  plummeted  to  an 
average  of  $35,000  daily.  With  the  crane  accident  cleared  and 
the  bridges  reopened,  revenues  rose  slowly  but  never  reached 
the  daily  level  of  just  prior  to  the  earthquake. 

The  section  met  the  following  Management  by  Objective  goals 
in  fiscal  1989-90. 

1)  To  monitor  the  collection  contract  on  a  monthly  basis 
to  increase  cost  effectiveness. 

2)  To  monitor  collection  routes  through  random 
surveillance  within  all  zones  on  a  monthly  basis. 

3)  To  conduct  surprise  quarterly  inspections  and 
inventories  of  all  collection  equipment  and  counting 
facilities. 

Proposition  D  passed  by  the  voters  of  the  City  and  County 
of  San  Francisco  in  November  of  1987  required  the  creation  of  a 
new  Parking  and  Traffic  Department  to  which  all  those  sections 
of  City  and  County  government  involved  with  parking  and  traffic 
management  would  be  transferred.  The  Parking  Meter  Section,  a 
responsibility  of  the  Tax  Collector's  Office  from  the 
installation  of  the  City  and  County's  first  parking  meters, 
transfers  to  the  new  department  as  of  July  1,  1990.  This  means 
the  disappearance  of  this  section  from  the  Treasurer/Tax 
Collector's  annual  report  as  of  this  issue.  These  statistics 
will  henceforth  appear  in  the  annual  report  of  the  Department 
of  Parking  and  Traffic. 
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FOR 
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SYNOPSIS 

The  Office  of  Treasurer  of  San  Francisco  is  an  elective 
office  which  has  been  in  existence  since  1850.   In  fact,  during 
the  period  from  1850  to  1856  there  were  two  Treasurers  -  one 
for  the  City  and  one  for  the  County,  since  prior  to  1856  San 
Francisco  County  embraced  nearly  all  of  San  Mateo  County. 
Following  the  Consolidation  Act  of  1856,  San  Francisco  became  a 
combined  City  and  County.   We  are  the  only  combined  City  and 
County  in  the  State  of  California.   The  Treasurer  is  basically 
the  banker  and  investment  officer  for  the  citizens  of  San 
Francisco.   In  July  of  1979  a  Charter  amendment  added  the 
office  and  duties  of  Tax  Collector  to  the  responsibilities  of 
the  Treasurer.   The  following  report,  dealing  specifically  with 
the  fiscal  year  ended  June  30,  1991,  contains  comparative 
statistics  and  information  covering  the  past  five  years  of 
investment  activity  and  five  years  of  tax  collector  revenues. 

In  managing  the  investment  functions  and  day-to-day 
operations  of  a  cash  management  program,  the  Treasurer  is 
responsible  for  an  overall  portfolio  which  is,  at  the  present 
time,  slightly  in  excess  of  $1.5  Billion.   In  administering 
this  portfolio  the  basic  objectives,  in  order  of  priority,  are 
1)  the  preservation  of  capital,  2)  availability  of  funds,  and 
3)  yield  (favorable  return  on  investment  without  undue 
compromise  of  the  first  two  objectives) .   We  are  guided  in  our 
choice  of  investments  by  the  California  State  Government  Code 
which  allows  for  a  fairly  wide  range  of  investment 
alternatives,  such  as  Time  Deposits  in  banks  and  savings  and 
loan  associations,  Negotiable  Certificates  of  Deposit,  U.S. 
Treasury  Bills,  Notes  and  Bonds,  various  Federal  Agencies 
issues,  Bankers  Acceptances  and  Commercial  Paper.   Strictly 
excluded  from  allowable  investments  are  such  things  as  real 
estate  and  common  stock. 

Each  month  the  entire  portfolio  is  "marked  to  market". 
This  report  and  other  details  of  performance  activity  and 
results  are  submitted  to  the  Mayor  and  the  Board  of 
Supervisors.   Return  on  investment  is  among  the  highest  in  the 
State  and  the  portfolio  reflects  the  highest  quality  of 
investment  alternatives.   We  take  great  pride  in  that  over  the 
past  five  years,  we  earned  $496  Million  with  full  liquidity  and 
safety  of  all  funds. 


The  portfolio  includes  the  proceeds  of  numerous  General 
Obligation  and  Revenue  Bond  issues.  The  Treasurer  assisted  in 
the  sale  of  $188,600,000  General  Obligation  Bonds  and 
$70,145,682  of  Water  Revenue  Bonds.  Earnings  and  expenditures 
on  all  bond  issues  must  be  closely  monitored  due  to  arbitrage 
rebate  regulations  contained  in  the  1986  Federal  Tax  Reform  Act 
and  its  subsequent  amendments. 

In  managing  the  cash  flow  of  the  City  and  County  the 
Treasurer  works  closely  with  all  departments  to  assure  that  all 
funds  due  are  received  and  deposited  as  quickly  as  possible. 
In  order  to  accomplish  this  the  Treasurer  has  negotiated 
contracts  with  various  banks  for  such  things  as  lockbox  and 
credit  card  services.   The  Treasurer's  office  disburses  cash 
for  approximately  2.3  million  warrants  issued  by  the 
Controller,  amounting  to  over  $3.2  Billion  each  year.   It 
should  be  noted  that  the  Treasurer's  office  does  not  issue 
warrants,  nor  have  any  control  over  the  budget  approvals  or 
expenditures.  We  make  sure  the  cash  is  available  to  honor 
warrants  issued  to  cover  approved  expenditures.   In  addition, 
we  receive,  verify  and  pay  all  matured  general  obligation  bonds 
and  coupons  which  amounted  to  almost  $18  Million  in  1990-91,  as 
well  as  book  entry  bond  redemption  and  interest  which  was  wired 
to  the  Depository  Trust  Company  in  the  amount  of  $16.3  Million. 

The  tax  collection  responsibility  of  the  Treasurer  includes 
the  collection  of  Real  Estate  Taxes,  numerous  Licenses  and 
Permits,  Business  Taxes,  Investigations,  and  the  collection  of 
Delinquent  Accounts  due  to  other  City  departments.  Annual 
revenue  collections  have  increased  from  $739  Million  to  $988 
Million  over  the  past  five  years.   Substantial  detail  on  the 
tax  collection  activities  is  provided  in  the  body  of  this 
report. 

In  summary,  the  Treasurer  collects,  protects  and  maximizes 
return  on  all  funds  due  to  the  citizens  of  the  City  and  County 
of  San  Francisco. 


ORGANIZATION  AND  BUDGET 

Very  briefly,  the  organization  appears  as  follows: 

TREASURER 

Tax  Administrator 
Chief  Assistant  Treasurer  Deputy  Tax  Administrator 

Treasury  Division  Administration 

Cashier  Cashier 

Bonds  &  Coupon  Property  Tax 

Business  Tax 
Chief  Investment  Officer  Licenses  &  Permits 

Investments  Delinquent  Revenue 

Cash  Management  Investigation 

Legal 


The  Treasurer-Tax  Collector  Department  had  budgeted 
expenditures  of  $10,790,552  for  the  fiscal  year  1990-91,  with  a 
total  of  168  positions.   An  Administration  Section  provides 
centralized  support  services  to  the  programs  and  activities  of 
the  Treasurer-Tax  Collector  Department.   Goals  and  achievements 
of  the  various  divisions  are  detailed  in  the  following  pages  of 
this  report. 


TREASURY  DIVISION 

The  Treasury  Division  consists  of  two  sections  -  a  Cashier 
Section  and  a  Bonds  and  Coupons  Section.   The  Division's  goal 
is  to  account  for  receipts  of  all  funds  deposited  by  City 
departments,  redemption  of  Controller's  warrants  and  the 
disbursement  of  funds  for  other  legal  obligations. 

The  Treasury  Division  also  accepts  various  assets  such  as 
securities,  deposits,  bail  bonds  and  miscellaneous  assets  from 
departments  and  holds  them  in  a  special  custody  safe.  A  special 
PC  program  has  been  established  to  record  all  necessary 
information  on  these  items  as  well  as  regular  written  contact 
with  the  various  departments  involved  concerning  current 
activity  and  status  of  the  assets. 

The  Controller's  Internal  Audits  Division  routinely 
examines  the  activities  of  the  Treasurer's  office  including 
quarterly  verification  of  cash  on  hand.   In  addition,  an 
outside  major  accounting  firm  audits  our  activities  in 
connection  with  the  publication  of  the  Controller's  Annual 
Financial  Statements. 

The  Treasurer  also  works  with  the  Controller,  Legal 
Counsel,  Financial  Advisors  and  other  departments  in  connection 
with  the  issuance  of  various  bond  issues.  During  fiscal  year 
1990-91  the  following  bonds  were  issued: 

General  Obligation  Bonds 

$88,900,000   Various  Purpose  Bonds  -  Series  1991A 

15,200,000    Fire  Protection  System  Improvements  -  Series 

1991B 
16,500,000   Correctional  Facilities  Improvements  -  Series 

1991C 

6,500,000    Public  Safety  Improvement  Projects  1989  - 
Series  1991D 

29,000,000   Various  Purpose  Projects  -  Series  1991E 

26,500,000    Public  Safety  Improvement  Projects  1990  - 
Series  1991F 

6,000,000   Library  Facilities  -  Series  1991G 


Revenue  Bonds 

$70,145,682    San  Francisco  Water  System  1991,  Series  A 


All  of  the  above  bonds  were  fully  registered  in  the  name  of 
Cede  &  Co.  as  nominee  of  the  Depository  Trust  Company  and, 
therefore,  available  to  ultimate  purchasers  only  under  the  book 
entry  system. 

Additional  responsibilities  include  absent  heir  deposits 
and  payments  pursuant  to  State  Probate  Code  11850;  processing 
and  reconciling  street  improvement  deposits  and  payments 
authorized  under  the  1934  Street  Improvement  Ordinance;  and 
Trustee  duties  in  connection  with  deferred  payment  settlement 
trust  funds  resulting  from  large  claims  against  the  city. 

Cashier  Section:  This  section  is  responsible  for  the  receipt  of 
all  City  and  County  moneys  and  checks  either  through  direct 
bank  deposits,  lockbox  operations  or  Treasurer's  receiving 
window;  payment  of  all  Controller  warrants  through  our  Clearing 
House  bank  and  also  through  Cashier  windows;  reconciliation  of 
the  above  receipts  and  disbursements  with  total  cash  on  a  daily 
basis;  daily  and  monthly  reconciliation  of  Treasurer  checking 
accounts;  and  daily  input  and  detailed  reconciliation  to  FAMIS 
(Financial  Accounting  and  Management  Information  System) 
reports.   All  checks  received  through  the  Treasurer's  Receiving 
window  are  encoded  and  microfilmed  before  deposit  to  the  bank. 
Internal  control  is  achieved  by  division  of  duties  between 
receiving  cashier,  vault  cashier,  paying  cashiers, 
reconciliation  cashiers  and  clerks,  and  the  accountants. 

The  primary  objective  of  the  Cashier  Section  is  to  "process 
and  account  for  the  receipt  of  collections,  departmental 
deposits  and  disbursements  made  through  the  Cashier  by  the 
close  of  the  same  business  day".   The  Cashier  unit  accomplished 
this  objective  during  the  fiscal  year. 

In  1990-91,  2,268,000  warrants  were  processed.  This  was 
approximately  162,000  less  than  last  year,  however,  total 
disbursement  dollars  were  almost  11%  higher. 

Total  receipts  amounted  to  $3,045,613,000  while 
disbursements  totaled  $3,265,351,000,  resulting  in  a  June  30, 
1991  cash  and  equity  balance  of  $1,530,230,000. 

Since  the  arrival  of  the  NCR  Remittance  Processing  System 
in  November,  1980,  the  Cashier  Section  personnel  have  become 
involved  with  the  encoding  of  deposit  checks  for  direct 
remittance  to  various  banks.  This  process  provides  earlier 
investment  of  funds  for  higher  interest  earnings  for  the  City. 
In  September,  1982,  the  Cashier  Section  personnel  expanded  the 
usage  of  the  NCR  Remittance  Processing  System  to  include 
encoding  all  Controller  warrants  redeemed  by  our  cashiers,  and 
processing  mutilated  warrants  from  our  Clearing  House  bank  to 
create  a  computer  tape  of  encashed  warrants.   This  encoding  and 
tape  creation  process  was  previously  done  by  Controller's  ISD 
personnel.   This  tape  created  in  our  office,  together  with  the 
tapes  provided  by  the  Clearing  House  bank  for  Controller 


warrants  redeemed  through  the  bank,  is  entered  into  the  Warrant 
Reconciliation  System  as  our  daily  encashed  warrants.  In  1990, 
a  replacement  NCR  Processing  System  was  installed  in  the 
Treasurer-Tax  Collector  Department.  For  the  Cashier  Section,  a 
major  change  was  producing  a  diskette  for  the  warrants  redeemed 
by  our  cashiers  instead  of  creating  a  computer  tape.  The 
information  from  the  diskette  is  transmitted  electronically  to 
ISD  to  be  combined  with  the  information  from  the  bank's 
computer  tapes.   As  the  warrant  reconciliation  process  is 
revised  to  be  more  efficient,  our  personnel  will  adapt  to  the 
changes  and  new  procedures. 


BOND  AND  COUPON  SECTION:   The  objective  of  the  Bond  and 
Coupon  Section  is  "to  complete  the  redemption  of  general 
obligation  bonds  &  coupons  and  registered  (non-coupon)  bonds 
and  bond  interest  on  date  of  maturity".  This  section  receives, 
verifies  and  pays  all  matured  bonds  and  coupons  (bond  interest) 
either  locally,  through  fiscal  agent  Citibank  in  New  York,  or 
the  Depository  Trust  Company.  Effective  March  19,  1991  fiscal 
agent  Citibank  in  New  York  resigned  as  co-paying  agent.  The 
City  and  County  of  San  Francisco  Treasurer  Bond  and  Coupon 
Section  is  now  the  sole  paying  agent  for  the  redemption  of  all 
bearer  bonds  and  coupons  maturities. 

Through  perseverance  and  dedication  to  guality  control,  the 
staff  consisting  of  one  bond  supervisor  and  one  clerk,  has 
continuously  fulfilled  this  objective.  During  fiscal  year 
1990-91,  37,990  bonds  and  coupons  amounting  to  $17,565,301  were 
redeemed.  All  matured  bonds  and  coupons  presented  for 
redemption  by  person  or  mail  were  promptly  and  satisfactorily 
paid.  In  1990-91  there  were  46  transactions  involving  266  new 
registrations  and  re-registrations  of  general  obligation  bonds. 
In  1990-91,  book  entry  bond  redemption  and  interest  payments  of 
$16,331,803  were  wired  to  the  Depository  Trust  Company. 


INVESTMENT  DIVISION 

The  goal  of  the  Investment  Division  is  "to  administer  and 
control  the  investment  of  all  moneys  in  the  Treasurer's  custody 
that  are  not  required  for  payment  of  current  obligations  for 
the  purpose  of  maximizing  interest  income  while  preserving  the 
liquidity  and  safety  of  the  principal",  with  the  objective  "to 
maintain  all  surplus  funds  in  investments  which  can  be 
monitored  and  easily  liquidated". 

The  Investment  Division  has  consistently  demonstrated 
prudent  portfolio  management  with  excellent  results.  The 
portfolio  performance  for  fiscal  year  1990-91  were  as  follows: 

Total  interest  received  $    106,576,074 

Total  net  earnings  $    112,559,562 

Average  daily  portfolio  balance         $  1,373,109,890 

Earned  Interest  Yield  8. 197% 


Fiscal  year-end  portfolio  balance  $  1,509,214,194 

MARKET  VALUE  (as  of  6/30/91)  $  1,526,084,388 

PRINCIPAL  COST  $  1,509,214,194 

TOTAL  APPRECIATION  $     16,870,194 

♦YIELD   9.302% 
*  appreciation  is  included  in  formula  to  determine  yield. 

Comparison  Yields 

Average  90  day  treasury  bills  6.722% 

Los  Angeles  County  7.677% 

State  Local  Agency  Fund  8.363% 


Many  of  the  Bond  Funds  managed  by  the  Investment  Division 
are  subject  to  the  Tax  Reform  Act  of  1986  which  strictly  limits 
arbitrage  profits  that  can  be  enjoyed  by  the  City  and  County  of 
San  Francisco. 


The  Investment  Division  employs  a  specialized  computer 
system  -  "Moneymax",  electronic  financial  services  -  "Telerate 
Matrix  System",  Dow  Jones  Capital  Markets,  Technical  Data,  the 
Money  Market  Observer,  Ramirez  Capital,  Thompson  Financial,  and 
other  institutional  data  banks.  In  addition,  direct  wire  lines 
are  maintained  by  investment  houses  (primary  government 
dealers) ,  which  enable  the  Chief  Investment  Officer  to  maximize 
interest  income  and  earned  interest  yield  as  reflected  in  the 
schedule  of  Portfolio  Statistics.  The  installation  of  a 
personal  computer  (PC)  along  with  an  appropriate  modem  allows 
the  investment  staff  to  retrieve  daily  bank  balances  and 
supporting  reports.  Further,  the  PC  is  able  to  produce 
financial  reports  to  enable  the  Treasurer's  staff  to  review 
trends  and  results  and  assist  in  future  investment  decisions. 
The  Telerate  Matrix  provides  instantaneous  live  electronic 
monitoring  of  the  domestic  fixed  income  markets. 


The  implementation  of  direct  bank  deposits  during  the  early 
1970 's,  whereby  departments  deposit  their  receipts  directly  to 
local  branches  of  Bank  of  America,  the  City  and  County's 
concentration  bank,  continues  to  accelerate  cash  flow  into  the 
Treasury.  Lockbox  procedures  are  in  effect  for  processing 
invoice  receipts,  Municipal  Court  parking  and  traffic  citation 
receipts.  Tax  collection  receipts  and  other  City  department 
receipts  are  received  for  processing  through  an  NCR  Remittance 
Processing  System  for  direct  bank  remittance.  These  procedures 
provide  early  deposit  of  receipts  plus  reduced  bank  charges. 

The  Investment  Staff  continually  monitors  and  invests  all 
funds  that  flow  through  the  remittance  processing  system  by 
electronic  access.  All  funds  are  transferred  by  Fed-wire  to  the 
concentration  account  for  Controller  disbursement  or  Treasurer 
investment. 

Besides  the  aforementioned  procedures,  credit  cards  are 
accepted  for  payment  of  traffic  fines,  towing  and  storage  fees, 
and  misdemeanor  bails.  This  process  has  resulted  in  the 
reduction  of  bad  checks,  acceleration  of  payments  and  immediate 
availability  of  funds  for  investment.  In  addition  to  the 
investment  of  those  funds  mentioned  above,  the  Investment 
Division  also  invests  funds  received  from  the  Transit  Impact 
Fee. 

The  position  of  Cash  Manager  was  staffed  for  the  entire 
fiscal  year,  reducing  the  burden  of  the  Chief  Investment 
Officer.  The  Cash  Manager's  primary  responsibilities  include: 
ensures  compliance  with  the  Charter  mandate  that  all  revenues 
deposited  with  City  departments  are  received  and  receipted  in 
the  Treasurer's  Office  by  the  next  business  day;  analyzes  cash 
flow  throughout  the  City  and  develops  a  cash  flow  system; 
initiates  and  modifies  cash  flow  procedures;  establishes  and 
maintains  banking  relationships;  advises  and  makes 
recommendations  to  City  and  County  department  personnel 


regarding  cash  management  procedures  and  policies;  and  assists 
the  Chief  Investment  Officer  in  administering  cash  management 
and  investment  policies. 

Extended  use  of  these  various  procedures  to  other  programs 
is  an  ongoing  process  and  continues  to  increase  revenues  and 
provides  improved  taxpayer  assistance  while  containing  costs. 

The  South  Africa  Divestment  Ordinance,  effective  March  10, 
1986,  (amended  in  1990)  had  been  anticipated  by  the  Treasurer 
and  Investment  Division  staff  and  consequently,  there  were  no 
investments  in  the  portfolio  which  are  in  conflict  with  the 
City's  divestment  policy.  Subsequent  to  the  enactment  of  the 
ordinance,  and  after  its  amendment  in  1990,  all  financial 
institutions  were  sent  appropriate  Affidavits  and/or 
Declarations  to  comply  with  the  ordinance  provisions.  All 
institutions  with  City  deposits  have  returned  signed 
Affidavits/Declarations.  Additionally,  all  financial 
transactions  are  reviewed  to  be  sure  that  we  are  in  compliance 
with  the  ordinance. 

All  financial  institutions  were  advised  of  the  City's 
MacBride  Principles'  Ordinance  which  pertains  to  fair 
employment  practices  in  Northern  Ireland.  It  is  the  policy  of 
the  Treasurer  to  support  these  principles  and  encourage 
financial  institutions  to  assist  those  companies  which  abide  by 
the  principles. 
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TAX  COLLECTION  DIVISION 

The  office  of  the  Tax  Collector  receives  and  deposits  all 
monies  for  taxes,  licenses  and  other  fees  due  the  City  and 
County  under  the  direction  of  the  Treasurer,  in  accordance  with 
the  provisions  of  the  Charter  and  the  City's  Administrative 
Code.   It  also  provides  the  collection  of  delinquent  accounts 
for  other  City  departments.   In  order  to  be  effective  this  work 
requires  coordination  with  other  agencies  of  the  City  and 
County,  the  Board  of  Supervisors  and  the  State  of  California, 
as  well  as  other  tax  administrators  and  policy  bodies. 

The  office  aims  to  provide  an  equitable  and  efficient 
collection  of  property  taxes,  business  taxes,  licenses,  and 
miscellaneous  fees  in  accordance  with  State  law  and  City 
ordinances,  and  at  the  same  time  maximize  the  investment  return 
by  expeditiously  processing  and  depositing  receipts. 

The  Tax  Collector  supervises  eight  operating  sections: 
Administration,  Cashier,  Property  Tax,  Business  Taxes  and 
Audits,  Delinquent  Revenue  Collection,  Investigation,  Legal, 
and  License.  The  sections  have  the  following  basic  goals: 

1.  To  provide  centralized  administrative  services  for  the 
department  and  support  services  to  divisional  program 
activities. 

2.  To  provide  for  the  centralized  collection  of  secured 
and  unsecured  property  taxes  for  local  government  taxing 
agencies  within  the  City  and  County  of  San  Francisco. 

3.  To  maintain  a  post  audit  program  to  determine  the 
accuracy  of  taxpayer  reports  and  to  levy  additional  taxes  if 
the  audit  indicates  an  underpayment. 

4.  To  administer  and  collect  the  Business  Tax,  the 
Payroll  Expense  Tax,  Parking  Tax,  Utility  Tax,  Stadium 
Admission  Tax,  and  Transient  Occupancy  Tax. 

5.  To  provide  for  the  centralized  collection  of  accounts 
delinquent  in  excess  of  90  days  for  all  City  and  County 
Departments  except  those  under  the  jurisdiction  of  the  Public 
Service  Enterprises,  and  to  provide  for  the  resolution  of  all 
delinquent  taxpayer  accounts. 

6.  To  collect  fees  for  Licenses  and  Permits  which  are 
required  by  Municipal  Code  and  to  collect  the  Dog  License  Fees. 

The  function  of  each  section  is  described  in  more  detail  in 

the  body  of  this  report.  Also  included  are  individual  program 

goal  statements  directed  toward  the  achievement  of  timely  and 

quality  public  service.  Together  they  express  the  main 
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objective  of  the  Tax  Collector's  Office:  to  maximize  the  City 
and  County  revenues  to  finance  services  and  functions. 


HIGHLIGHTS  FOR  FISCAL  1990-1991 

The  Tax  Collector's  office  made  a  significant  step  in 
office  automation  in  November  1990,  when  an  Interactive  Voice 
Response  system,  the  first  of  its  kind  in  the  City  and  County, 
was  installed  as  a  means  of  improving  service  to  property 
taxpayers,  particularly  during  the  peak  billing  and  payment 
season.   Taxpayers  with  touchtone  telephones  can  retrieve  tax 
records  from  the  IBM  mainframe  and  do  automated  inquiries  about 
their  taxes  due,  payment  status,  and  delinquent  dates  and 
penalties.   They  can  also  request  duplicate  bills,  which  are 
then  automatically  printed  and  mailed.   The  system  was  well 
received  by  the  public,  and  was  highly  successful  in  maximizing 
the  number  of  telephone  calls  handled  during  our  period  of 
highest  volume. 

The  Cashier  Section  further  consolidated  cash  management 
functions  by  purchasing  PC-based  cashiering  workstations  for 
all  windows,  and  setting  up  the  first  components  of  a  local 
area  network  which  will  allow  stringent  financial  controls  and 
reporting.   Data  communications  with  the  IBM  mainframe  will  be 
established  for  all  cashiering  workstations  in  the  coming 
fiscal  year,  and  the  remaining  components  of  the  local  area 
network  will  be  completed. 

A  team  of  Business  Tax  Auditors  was  sent  to  New  York  and 
Chicago  to  audit  the  headquarters  of  major  corporations  with 
businesses  in  San  Francisco.   The  trip  was  highly  successful, 
with  over  $1  million  in  audit  determinations  resulting  from  a 
total  expenditure  of  just  $15,000.   This  exceeded  the  initial 
revenue  projections,  which  were  based  on  the  results  of  the 
1989-90  audit  trip  to  the  San  Diego  and  Los  Angeles  areas,  by 
over  400%.   We  plan  to  continue  this  program,  which  has  only 
been  in  place  for  two  years,  with  an  annual  cycle  of 
out-of-town  and  out-of-state  audits. 

The  Legal  Section  proposed  legislation  to  strengthen  the 
Tax  Collector's  ability  to  collect  deliquent  city  tax 
assessments  by  recording  tax  liens.  A  tax  lien  will  enable  the 
Tax  Collector  to  secure  payment  as  soon  as  possible  even  if  the 
debtors  file  bankruptcy  or  encumber  the  business  assets  as 
security  to  other  creditors. 

The  Tax  Collector's  office  continues  to  find  ways  to 
automate  the  office  and  to  enhance  our  collection  efforts 
efficiently  and  effectively  for  the  city  of  San  Francisco. 
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ADMINISTRATION  SECTION 


In  fiscal  year  1990-91  the  Tax  Collection  division 
consolidated  responsibilities  for  data  processing,  budget  and 
finance,  and  general  administration  under  one  position. 
Although  the  staff  is  relatively  small  in  this  area,  they  are 
highly  productive  and  a  wide  range  of  projects  were  under  way 
as  the  year  ended. 

1)   Management  Information  Services 

During  FY  90-91  the  M.I.S.  staff  continued  to  provide 
support  for  two  Wang  VS  5000  mini-computer  systems,  and  a 
variety  of  personal  computers,  printers,  and  telecommunications 
lines.  Development  continued  for  office  automation  tools  such 
as  word  processing,  spreadsheets,  and  data  files.   The 
department  only  has  one  dedicated  position  -  an  1818  M.I.S. 
Specialist  II.   In  addition  to  his  system  operation  and 
administration  responsibilities,  he  has  developed  a  number  of 
customized  training  courses,  and  regularly  holds  classes  and 
workshops  in  word  processing,  spreadsheets,  and  software  and 
equipment  utilization. 

Additional  support  for  M.I.S.  functions  is  provided  by  one 
of  our  Senior  Management  Assistants,  who  has  particular 
expertise  with  personal  computers  and  local  area  networks 
(LAN's)  that  have  been  of  great  value  to  the  department.   He 
serves  as  the  department's  liaison  with  I.S.D.,  has  taken 
proactive  steps  to  improve  reporting  and  controls  for  our  data 
processing  jobs,  and  has  helped  both  offices  to  clarify  and 
resolve  problems.    He  also  helped  the  Cashiering  section  to 
configure  and  begin  operating  their  cash  management  LAN. 

Development  continued  throughout  the  year  on  our  new 
Business  Taxes  System  (BTS) .   The  Outline  Physical  Design/Total 
Requirements  Statement  phase  was  completed,  as  well  as  the 
major  part  of  the  Design  phase.   Preparations  were  begun  for 
coding  and  development,  and  the  team  continued  to  work  closely 
with  the  I.S.D.  staff  who  will  be  responsible  for  maintaining 
and  supporting  the  system  once  it  goes  into  production.   Our 
Director  of  Administrative  Services  remains  heavily  involved  as 
Project  Coordinator,  a  role  she  has  played  since  the  project 
began  in  1987.   The  project  team  reached  full  size  when 
development  began,  and  implementation  of  the  first  release  of 
the  system  is  on  schedule  for  December  1991. 

An  Interactive  Voice  Response  system  was  installed  in 
November  as  a  means  of  improving  service  to  property  taxpayers, 
particularly  during  the  peak  billing  and  payment  season.   This 
system,  the  first  of  its  kind  in  the  City  and  County,  retrieves 
tax  records  from  the  IBM  mainframe  and  allows  taxpayers  with 
touchtone  telephones  to  do  automated  inquiries  about  their  taxes 
due,  payment  status,  delinquent  dates  and  penalties,  and  request 
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duplicate  bills,  which  are  then  automatically  printed  and 
mailed.   It  received  a  very  favorable  response  from  the  public, 
and  was  highly  successful  in  maximizing  the  number  of  telephone 
calls  handled  during  our  period  of  highest  volume. 
Treasurer/Tax  Collector  offices  throughout  California  have  used 
it  as  a  model  for  development  of  their  own  systems. 

Plans  were  drawn  and  funding  was  secured  for  construction  of 
a  computer  room  under  the  direction  of  the  Bureau  of 
Architecture  of  the  Department  of  Public  Works.   The  bid  for 
construction  was  issued  at  the  end  of  the  fiscal  year,  and 
construction  is  scheduled  to  begin  in  early  FY91-92.   This 
project  will  provide  a  clean,  air-conditioned  and  secure 
facility  for  the  three  major  systems  that  currently  operate  out 
of  that  room. 

During  the  coming  year  the  M.I.S.  staff  will  be  examining 
the  department's  long-term  strategic  direction  for  distributed 
data  processing.   Both  Wang  as  the  City  and  County's  primary 
vendor  of  mini-computer  systems,  and  the  industry  in  general, 
are  moving  away  from  proprietary  systems  and  towards  open 
systems  based  on  PC  LAN's.   Staff  will  be  taking  a  close  look  at 
the  implications  of  this  direction  for  our  current  environment, 
and  making  future  plans  accordingly. 

2)   Administration 

The  Administration  staff  continued  throughout  the  year  to 
handle  all  administrative  services,  including  budget  and  finance 
activities,  payroll  and  personnel  services,  eguipment  and 
facilities  maintenance,  operations  analysis,  and  technical 
assistance  to  all  staff. 

Two  Senior  Management  Assistant  positions  were  filled  during 
the  year,  enabling  the  Tax  Collection  division  to  take  on  a 
number  of  new  projects,  as  well  as  improve  the  structure  and 
organization  of  the  routine  work  of  the  office.   One  major  new 
undertaking  was  the  creation  of  three  related  programs  mandated 
by  CAL-OSHA:   (1)  Injury  and  Illness  Prevention,  (2)  Disaster 
Preparedness,  and  (3)  Emergency  Response.   Another  major  project 
was  oversight  of  the  updating  and  maintenance  of  each  section's 
Policy  and  Procedures  Manual,  for  which  standards  and  guidelines 
were  developed  for  division-wide  use,  ensuring  a  consistent  and 
comprehensive  approach  in  all  sections. 

Ongoing  functions,  such  as  production  of  the  Annual  Report, 
budget  preparation,  expenditure  tracking,  and  forms  and  envelope 
ordering  were  enhanced  through  reorganization  of  staff 
responsibilities,  as  well  as  the  creative  use  of  spreadsheets 
and  other  office  automation  tools  in  handling  these  routine 
functions. 
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The  primary  goals  of  the  Administration  Section  continue  to 


be: 


•  To  provide  data  processing  and  administrative  services  to 
all  staff  in  a  comprehensive  and  efficient  manner  as  a  means 
of  increasing  their  productivity  and  improving  service  to 
the  public. 

•  To  provide  revenue-generating  staff  with  automated  tools 
that  will  enable  them  to  spend  less  time  on  clerical  and 
document-processing  functions  and  more  time  on 
revenue-generating  activities. 

•  To  follow  a  value-added  strategy  for  the  division  by 
utilizing  data  processing  and  telecommunications  systems 
that  follow  industry  standards  and  will  provide  a  flexible 
base  for  future  growth  and  development. 
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CASHIER  SECTION 


The  Cashier  Section  receives  and  accounts  for  all  payments 
of  taxes,  licenses,  and  other  revenues,  whether  taken  over  the 
counter  in  cash  or  by  check,  or  received  through  the  mail.  The 
section  maintains  internal  control  of  all  payments  by  a  system 
of  numeric  identification  data  along  with  batch  data,  and 
microfilms  the  checks  connected  with  each  payment. 

The  Cashier  Section  also  opens,  sorts,  and  processes  all 
mail  received  by  the  Tax  Collector's  Office.   All  checks  with 
proper  supporting  documents  are  processed  immediately.  Checks 
without  proper  supporting  documents  or  which  need  verification 
will  undergo  standardize  check  control  processing,  so  that  all 
payments  can  be  properly  identified  and  posted. 

During  FY  1990-91  the  Cashier  Section  added  to  the  number 
of  items  it  processed  with  the  creation  of  the  Neighborhood 
Beautif ication  and  Graffiti  Cleanup  Fund.  This  special  fund 
allows  businesses  to  designate  one  percent  of  their  business  or 
payroll  expense  tax  to  clean  up  the  city.  This  fund  increased 
the  number  of  items  processed  by  the  Cashier  Section  by  1,213. 
This  section,  with  the  increased  responsibility,  continues  to 
deposit  receipts  promptly  and  efficiently.  The  processing  of 
all  of  these  new  and  existing  items  are  performed  by  the  staff 
of  nine  permanent  employees.  Additional  temporary  employees  of 
both  cashiers  and  clerks  are  hired  to  assist  during  the  peak 
periods  of  Real  Estate  Collection. 

Although  the  management  functions  of  the  Parking  Meter 
Program  were  transferred  to  Parking  and  Traffic  Department  as 
of  July  1,  1990,  the  Cashier  section  continued  to  collect 
revenues  for  the  Parking  and  Traffic  Department  until  June  30, 
1991. 

In  the  coming  fiscal  year,  the  section  will  continue  on  its 
modernization  process  by  migrating  from  a  configuration  of 
three  individual  stations  to  a  local  area  network  (LAN)  of 
eleven  workstations  with  a  telecommunications  link  to  the  IBM 
mainframe.  Statistical  and  management  reports  that  are 
currently  produced  manually  will  be  automated  in  this  phase. 
Finally,  both  the  cashiering  and  remittance  processing  LANs 
will  be  connected  so  that  all  components  of  the  Tax  Collector's 
cash  management  system  will  have  access  to  files  on  the  IBM 
mainframe. 

The  total  cash  processed  by  the  Cashier  Section  increased 
by  $64,936,539  or  7.0%  in  fiscal  year  1990-91  for  a  total  of 
$988,354,583.  The  total  number  of  items  processed  was  593,361. 
This  is  a  decrease  in  the  number  of  items  processed  as  compared 
to  618,987  in  fiscal  year  1989-90. 
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Retail  Sales  and  Local  Transportation  Tax 

The  State  of  California,  acting  since  1958  as  the  agent  of 
the  City  and  County,  collects  the  San  Francisco  Uniform  Sales 
and  Use  Tax  and  returns  revenues  minus  collection  costs  to  the 
City  and  County.  The  state  collected  an  additional  $22,357,474 
for  deposit  in  the  Local  Transportation  Special  Fund.  Together 
these  items  represent  a  total  of  $111,447,267  in  additional  tax 
revenue  for  the  City  and  County. 

Please  Note;  The  figures  included  in  the  Cashier  Collection 
report  and  those  in  the  Real  Property  and  Business  Taxes 
sections  statistical  reports  do  not  match.  The  figures  in  the 
Cashier's  Section  are  the  amounts  as  originally  collected  and 
before  adjustment.  The  figures  in  the  other  sections,  as  per 
the  notes  on  their  respective  statistical  tables,  represent  the 
amounts  as  adjusted  by  transfers,  duplicates  and  overpayments. 
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SOURCES  OF  REVENUE 

TAX  COLLECTOR'S  OFFICE 

1990-1991 


Delinquent  Revenue  0.4%  Parking  Meters  1 .0% 


Licenses  0.9% 


Other  0.5%  TOTAL  PROPERTY 

TAXES  58.4% 


Business  Registration  0.8% 

TOTAL 
BUSINESS 
TAXES  27.5% 

Utility  Tax  2.5% 
Parking  Tax  2.3°/ 

Business  Tax  2.1 


Tax  Redemption  1 .8% 

UPP  Supplemental  0.1% 

Unsecured  Personal  Property  6.0% 


Secured  Supplemental  1 .6% 
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PROPERTY  TAX  SECTION 


The  Property  Tax  Section  collects,  records,  and  reports 
payments  of  secured  and  unsecured  property  taxes  and  special 
assessments.   The  section  has  two  major  units:  Real  Estate  and 
Tax  Redemption  Bureau. 

Real  Estate  Section 

Tax  Collection  begins  with  the  mailing  of  tax  bills.  The 
Section  mailed  more  than  213,000  regular,  escaped  assessment 
and  supplemental  tax  bills  throughout  the  year.  The  Real  Estate 
Section  makes  its  biggest  mailing  in  October  when  it  mailed 
155,000  secured  property  tax  bills  two  weeks  earlier  than  the 
date  reguired  by  the  State  Revenue  and  Taxation  code  of 
November  1.  The  Section  mailed  an  additional  44,229  unsecured 
tax  bills  throughout  the  year  as  well  as  more  than  13,550 
supplemental  tax  bills.  The  nature  of  the  supplemental  roll 
reguires  individual  monthly  mailings  rather  than  the  one  big 
mailing  for  the  regular  secured  roll. 

The  Property  Tax  Section  collected  $572,327,944  in  fiscal 
year  1990-1991,  processing  more  than  400,000  payments.  The 
Section  recorded  these  payments  electronically  on  the  NCR 
remittance  processors  or  manually,  and  they  reconciled  them 
promptly  and  completed  all  collection  reports  efficiently. 

The  public  made  more  than  146,841  inguiries  either  by  mail 
or  telephone  or  by  walking  into  the  Tax  Collector's  Office. 
This  does  not  include  21,812  calls  received  on  the  Automated 
Information  Line,  which  was  installed  in  December  of  1990.  The 
taxpayers  reguested  duplicate  tax  bills,  explanations  of  tax 
bills  and  refunds  of  overpayments.  Assessment  oversights 
necessitate  roll  corrections  which  result  in  corrected  tax 
bills.  These,  in  turn,  result  in  new  collections  or 
overpayments  which  the  Section  must  refund. 

The  Section  set  and  met  the  following  MBO  objectives: 

1.  To  complete  mailing  of  all  current  year  secured  tax 
bills  by  November  1. 

2.  To  process  within  three  days  all  secured  payments 
received  on  or  before  December  10  and  April  10. 

3.  To  post  and  reconcile  within  sixty  days  all  secured 
payments  received  on  or  before  December  10  and  April  10. 

4.  To  post  and  reconcile  within  forty-five  days  all 
unsecured  payments  received  on  or  before  August  31. 

5.  To  provide  a  listing  of  delinguent  unsecured  accounts  as 
of  August  31  to  the  Investigation  Section  by  October  15. 

20 


6.  To  mail  100%  of  non-penalty  courtesy  letters  within 
seven  days  of  receipt  from  Cashier. 

Tax  Redemption  Bureau 

This  Bureau  computes  and  processes  payments  of  prior  years' 
delinquent  secured  property  taxes.  It  maintains  complete 
listings  and  accounting  records  of  prior  years'  delinquent 
property  taxes,  penalties,  costs,  redemption  penalties  and 
fees.  It  also  maintains  complete  records  on  taxes  being  paid 
under  the  five  year  installment  payment  plan.  In  1990-1991 
taxpayers  redeemed  5,236  tax  defaulted  parcels  to  produce  a 
revenue  total  of  $17,774,089. 

An  online  automated  financial  system  maintains  the 
accounting  records  for  delinquent  taxes  outstanding  and 
collected.  The  system  provides  inquiry,  update  and  payment 
recording  features. 

The  bureau  handles  a  large  volume  of  telephone  calls  and 
correspondence  as  to  the  interpretation  of  the  State  Revenue 
and  Taxation  Code,  current  tax  status  and  computation  of  taxes 
and  penalties  from  the  general  public,  title  insurance 
companies,  mortgage  companies,  savings  and  loan  companies, 
banks  and  tax  service  agencies.  Its  effective  function  demands 
a  close  working  relationship  with  the  offices  of  the  City 
Controller,  the  Assessor  and  the  State  Controller. 

The  Bureau  also  prepares  lists  of  properties  that  have 
become  tax-defaulted  and  of  tax-defaulted  properties  subject  to 
power  to  sell.  In  compliance  with  State  Law,  the  Bureau 
published  the  Delinquent  List  in  September  of  1990  and  the 
Notice  of  Power  to  Sell  Tax-Defaulted  Property  in  June  of  1991 
in  the  local  newspaper. 
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BUSINESS  TAX  SECTION 


The  Business  Tax  section  is  responsible  for  the 
administration  of  the  Business  Tax,  Payroll  Expense  Tax,  Hotel 
Tax,  Parking  Tax,  Utility  Users  Tax,  and  Stadium  Admission 
Tax.   The  Business  Tax  Ordinance  also  requires  the  collection 
of  a  registration  fee  and  the  collection  of  a  roofers  vehicle 
tag  fee.   The  section  is  also  responsible  for  an  audit  program 
to  insure  tax  compliance. 

The  administration  of  the  various  business  taxes  involves 
the  maintenance  of  taxpayer  files,  collection  of  taxes, 
taxpayers  assistance  and  other  related  duties.   The  taxpayer 
files  are  continuously  serviced  to  accurately  maintain  the 
current  status  of  each  taxpayer.   There  are  approximately 
58,000  active  taxpayer  accounts  registered  under  the  various 
business  taxes.   Total  collections  have  continued  to  rise  to  a 
grand  total  of  $273,446,504  this  fiscal  year  as  compared  to 
$260,129,527  for  the  previous  year.   This  is  in  a  year  in  which 
the  Business  and  Payroll  Expense  tax  rates  were  lowered  during 
a  period  of  business  recession. 

The  primary  function  of  the  audit  program  is  to  verify  the 
accuracy  of  tax  returns  and  to  promote  taxpayer  compliance  with 
the  tax  ordinances  and  the  related  regulations.   The  audit  staff 
produced  an  all-time  high  in  audit  deficiency  billings  in  the 
amount  of  $11,090,780  as  compared  to  $9,636,480  last  year.   This 
was  primarily  due  to  concentrating  our  audit  program  towards 
unregistered  businesses  and  taxpayers  with  large  exemptions  and 
historical  delinquencies. 

Two  major  changes  in  our  operation  in  the  past  three  years 
has  caused  fluctuations  in  audit  hours  and  audits  completed. 
The  enactment  of  the  Business  Tax  Registration  Fee  has 
necessitated  additional  effort  by  the  audit  staff  to  administer 
and  enforce  the  provisions  of  the  ordinance.   Also,  greater 
involvement  by  the  audit  staff  in  the  design  and  conversion 
phase  of  the  new  data  system  has  further  reduced  the  available 
audit  hours. 

The  pilot  project  to  send  field  auditors  to  major  cities 
out  of  San  Francisco  and  the  State  of  California  is  in  its 
second  year.   This  year  4  auditors  were  sent  to  New  York  for  two 
weeks  and  2  auditors  were  sent  to  Chicago  for  one  and  a  half 
weeks.   They  completed  a  total  of  46  audits  of  which  27  audits 
will  produce  over  $1,250,000  in  deficiency  billings  which  is 
considered  extremely  successful.   If  funds  are  provided  in  the 
next  budget  for  this  purpose,  our  next  target  area  in  addition 
to  the  greater  New  York  area  could  expand  to  the  southwest 
states. 

The  design  phase  of  our  computer  system  known  as  Business 
Taxes  System  (BTS)  has  been  completed.   As  the  project  moves 
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into  the  next  phases,  conversion,  testing  and  implementation, 
staff  members  throughout  the  department  will  be  involved  in 
testing  and  training.  Implementation  of  the  first  release  is 
schedule  for  December  16,  1991. 

When  completed,  the  BTS  will  improve  the  collection  of  the 
taxes  and  enhance  the  efficiency  and  effectiveness  of  not  only 
our  section  but  also  the  entire  Tax  Collector's  Office.   The 
system  is  expected  to  redirect  the  auditors  efforts  from  routine 
office  chores  to  actual  field  audits.   The  new  system  is 
expected  to  increase  revenues  by  a  minimum  of  $1.4  million  per 
year.   In  addition,  it  will  provide  better  reports  and 
statistics  for  a  more  effective  management  of  the  section,  and 
supply  complete  business  statistics  to  the  city  policy  makers. 
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BUREAU  OF  DELINQUENT  REVENUE 

The  Bureau  of  Delinquent  Revenue  provides  two  types  of 
collection  functions  to  various  departments  of  the  City  and 
County  of  San  Francisco.  Primarily,  it  furnishes  collection 
services  to  departments  that  are  unable  to  collect  their 
accounts  receivable  within  the  90  days  provided  by  the 
Administrative  Code.  Secondly,  the  Bureau  submits  creditor 
claims  during  escrow  and  bankruptcy  proceedings. 

The  Bureau  enters  every  account  referred  to  the  Bureau  in 
accordance  with  Section  10.38  of  the  Administrative  Code  into 
the  computer  system,  checks  it  for  errors  and  then  balances  it. 
The  system  then  generates  computerized  letters  to  the  debtors 
which  provides  them  with  an  opportunity  to  deny,  discuss  and 
resolve  their  obligation  to  the  City  as  soon  as  possible.  The 
computerized  letters  also  determine  whether  the  address  provided 
the  bureau  is  current  and  usable.  Should  the  letter  be  returned 
as  undeliverable,  the  Bureau  begins  skip  tracing 
procedures.  These  procedures  include  the  use  of  credit  reports 
and  records  of  other  governmental  agencies  such  as  the 
Department  of  Motor  Vehicles  and  the  Employment  Development 
Department.  In  conjunction  with  the  mail  service,  the  bureau 
makes  telephone  calls  to  the  debtor's  homes,  businesses  and 
places  of  employment.  When  patients  of  San  Francisco  General 
Hospital  or  Laguna  Honda  Hospital  file  lawsuits  against  the 
party  or  parties  who  caused  their  injuries,  the  Bureau  files 
medical  liens  to  recover  the  cost  of  treatment  for  the  City  and 
County.  The  Bureau  also  files  worker's  compensation  liens  for 
work  related  injuries  and  creditor  claims  in  probate  cases. 
Because  of  the  difficulty  in  the  collection  of  many  delinquent 
accounts,  the  Bureau  may  initiate  civil  litigation  to  protect 
the  City  and  County's  legal  interest. 

As  its  secondary  function,  the  Bureau  collects  taxes  and 
other  accounts  receivable  when  a  business  or  person  opens  an 
escrow  account  or  files  for  bankruptcy.  The  collection 
potential  of  taxes  and  other  claims  diminishes  considerably 
unless  the  bureau  submits  demands  to  escrow  holders  before  the 
sale  of  a  business  or  real  property  is  finalized.  Creditor 
claims  must  be  filed  in  a  timely  manner  with  the  bankruptcy 
courts  in  order  to  be  valid.  Claims  filed  after  the  statutory 
period  lack  effect  and  are,  therefore,  denied  by  the  trustees 
of  the  bankruptcy  courts. 

For  fiscal  year  1990-91,  collection  of  delinquent 
accounts,  excluding  taxes  and  collections  by  the  collection 
agency,  increased  by  2.7%.   The  increase  was  not  expected  since 
the  Bureau  had  1  collection  officer  and  1  senior  clerk  position 
vacant  for  most  of  the  year  in  an  effort  to  comply  with  the 
mandatory  salary  savings  of  over  5%  for  the  Tax  Collector's 
Office. 

The  Escrow  and  Bankruptcy  Section  performed  satisfactorily 
even  though  revenues  were  lower  than  prior  year.   Due  to  the 
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lagging  economy,  time  spent  researching  for  unpaid  taxes 
increased  as  more  businesses  closed,  were  sold  or  filed 
bankruptcy.   Another  factor  in  the  decrease  in  revenue  is  the 
result  of  the  increased  efficiency  by  the  Business  Tax  Section 
and  the  Investigation  Section.   Many  delinguencies  are  also 
being  collected  by  the  Annual  Business  Tax  Registration 
Program.   It  is  estimated  that  collections  for  the  Escrow  and 
Bankruptcy  Section  will  stabilize  at  approximately  $1,000,000 
annually  due  to  the  overall  collection  efficiency  of  the  office. 

The  contract  with  Doctor's  Business  Bureau,  an  outside 
collection  agency,  is  expiring  and  the  Bureau  of  Delinquent 
Revenue  is  exploring  the  idea  of  testing  three  collection 
agencies  for  collection  performance  of  San  Francisco  General 
Hospital  accounts.  Currently,  the  Administrative  Code  allows 
the  Bureau  to  contract  for  collection  services  without  a 
competitive  bid  when  the  amount  of  compensation  is  less  than 
$5,000.  Compensation  on  these  types  of  contracts  are  usually 
greater  than  the  $5,000  limitation.  At  this  time  it  appears  the 
Bureau  would  be  required  to  submit  a  Request  For  Proposal  for 
the  contract. 

San  Francisco  General  Hospital's  upgraded  staffing  in  the 
Eligibility  and  Billing  Department  and  the  increased  use  of 
outside  contractors  have  greatly  improved  collections  at  SFGH. 
The  results  of  the  hospital's  collection  efforts  can  be  seen  in 
the  type  of  accounts  that  are  being  transferred  to  BDR,  which 
have  a  lower  collectability  profile.  This  may  in  turn  decrease 
revenues  of  the  Bureau  over  time. 


31 


I 
o 


*£> 

oo 

O 

co 

CM 

<f 

o 

co 

CM 

r~ 

U1 

<T 

<■ 

vO 

CM 

^o 

CJs 

co 

OO 

CM 

o 

O 

.H 

CM 

o 

o 

CM 

CM 

r-H 

m 

-«r> 

co 

co 

-«r> 

B1<    OKI 


»  o>  m  < 

in  o  <  iH  rH 

*  <t  »  N    N 

in  o>  n  oo 

r~  co  cm  cm 


cs  co  oo  r-»  r-»  oo 

O    On    <r    CO  rH    O 

a  o  oo  n  co  vo 

CO    <    rH    <■  rH    CM 

■-H    f»    rH    rH  >© 


r~ 

•—I 

CO 

co 

°s 

■* 

ON 

rH 

o 

CO 

o 

o 

i-H 

co 

CO 

o 

o 

o 

oo 

V43 

oo 

r~- 

o 

CM 

rH 

rH 

CM 

vD 

CO 

r^ 

CM 

CM 
-** 

-try 

CM 

-tri 

o 

<• 

r^ 

\o 

CO 

CM 

CO 

in 

oo 

iH 

in 

O 

CM 

r» 

CM 

<r 

in 

O 

in 

vD 

CO 

CO 

rH 

vD 

.-H 

O 

CO 

rH 

CO 

vD 

.-1 

00 

O 

CT> 

r- 

<r 

CO 

<N 

v£> 

r~ 

ro 

CM 

oo 

rH 

CJN 

r-t 

o 

-try 

-tr> 

■vt 

<T  r-»  eo  &• 

>o  in  r-»  iH 


<• 

rH 

o 

in 

oo 

CO 

r- 

rH 

rH 

co 

CO 

vD 

O 

rH 

av 

CO 

•-t 

O 

-** 

CM 

>-< 

-*r> 

fl>  *   N  » 

co  ih  co  r^ 

CM  ©   O*  O 

f»  O    rH  CM 


4-i  P     05 

rH      CO    D_     4J 


oj   o   o   oj   o 


X 

-w 

4-1 

e 

4-> 

a 

> 

4J 

o. 

a 

o 

(-i 

4-> 

tj 

p 

o 

IH 

OJ 

CJ 

CO 

tH 

«H 

rH 

CO 

OJ 

a 

3 

4-> 

r=> 

u 

OJ 

u 

3 

rH 

•H 

a 

03 

« 

a, 

03 

O 

CO 

rH 

3 

rJ 

fH 

>M 

4-1 

CO 

OJ 

<J3 

O 

O 

O 

4-> 

rfl 

u 

03 

C 

4-> 

> 

l-i 

OJ 

o 

O 

iH 

4-> 

4-> 

& 

In 

<d 

O. 

c 

rH 

o 

4J 

OJ 

o 

CO 

rH 

co 

o 

Q 

CJ 

Oi 

< 

w 

H 

O     4J 
r-»  ■<      CO     4->      OJ 


pa 


00    CO  4-)     O      a  4-> 

CJ    4J     4J     C     OJ     S 

•w  c  c:  oj  rH  03       ra 

T)V«ISHB,^h 

C    iH    iH     B      O  4J     OJ 

03     4J     4J      O     O     4-)     i— I     Uh 

4J     CO     «J   T3  U    OS    CO 

4J4J4J0SC0l-lSa) 

3    D     3   jD     eo   -rH  In 

O     O    O    <    O    Q     OH 
•H 

OO.OOOOJOO 

at  3 

•     CJ       •       •       •       •    pL|       • 

o  X  o  o   o  o        o 

SVSSSSBSOSS 


cd  co    CO     co     co 

4J  4J     4J     4->     4J 

o         o    o    o    o 


32 


Ill 

D 
Z 
111 
> 
111 
DC 

h- 
Z 
HI 

D 

o 

z 

-J 
111 
a 

u. 
O 

< 

LU 

DC 

3 


CO 

CO 

T- 

CD 

i 

<3" 
CNJ 

CO*" 

o 

T— 

o> 

*r 

O) 

^ 

5 

CO 

to 
to 

O) 

of 

o> 

CO 

00 

O) 

O) 

(O 

^ 

«* 

CO 

CO 

w* 

O) 

CO 

CO 

T— 

CO 

CO 

o> 

CO 

1™ 

K 

CO 

CM 
CM 

O) 

co 

h- 

r>- 

CO 

h- 

a> 

o^ 

3 

o 

CO 

CO 

o> 

in 

T" 

o 
o 

C3 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

o 

C3 

o^ 

o^ 

C3 

o^ 

C3 

C3 

CD 

CD 

o 

C3 
O 

o 

o 

o~ 

o" 

co 

o~ 

o" 

o" 

o~ 

o 

o 

o 

o 

o 

O 

o 

O 

o 

of 

o 

o^ 
r^"" 

ID 

C3 
Iff 

O^ 

^ 

CD 
CO 

O 

o 

*~ 

33 


INVESTIGATION  SECTION 


The  Investigation  Section  conducts  field  investigations 
essential  to  assure  compliance  with  tax  codes  and  ordinances 
governing  the  office  of  the  Tax  Collector.   The  section  makes 
these  investigations  for  the  other  sections  in  the  Tax 
Collector's  Office.   For  example,  Investigators  survey  large 
office  buildings  and  construction  sites  to  ascertain  that  all 
businesses  are  registered  for  business/payroll  taxes.   Also, 
the  section  assists  the  Legal  Section  in  preparing  court  cases 
by  compiling  reports  and  serving  necessary  legal  documents. 
Furthermore,  the  section  prepares  documentation  and  sues  in 
Small  Claims  Court  on  business/payroll,  parking  and  hotel  taxes 
of  $5,000  or  less,  as  well  as  on  all  apartment  house  and  hotel 
license  fees. 

The  collection  this  year  was  substantially  less  than  it  has 
been  in  the  last  three  years.   There  were  two  major  factors 
that  contributed  to  this  decrease  in  revenue,  starting  with 
inflation.   With  the  economy  in  a  slight  downward  trend,  many 
businesses  were  unable  to  pay  all  of  their  unsecured  personal 
property  tax  bills.   The  section  had  to  accept  smaller  partial 
payments,  and  give  taxpayers  a  longer  period  of  time  to  pay. 
Then  there  was  a  series  of  problems  involving  the  Business 
Taxes.   A  delay  in  establishing  the  Registration  Fee  and  the 
rate  of  taxes  by  the  Board  of  Supervisors  resulted  in  a  delay 
in  sending  the  forms  to  be  filed  by  the  taxpayers.   This  also 
affected  the  creation  of  the  deficiency  determinations,  which 
are  normally  received  in  October.   This  fiscal  year,  they  were 
transferred  to  us  at  the  end  of  February. 

During  FY  90-91,  a  new  program  was  implemented  to  allow  the 
Investigation  Section  to  collect  partial  payments.  This  year 
fully  paid  account  collection  was  $6,195,224.  The  average 
dollar  amount  collected  per  call  was  $411.  In  addition, 
$850,000  in  partial  payments  was  collected  as  a  result  of  the 
new  program. 

The  Clearance  Unit  continues  to  do  a  superb  job  in  clearing 
accounts  and  issuing  certificates.   The  unit  cleared  and  issued 
81,789  certificates.   The  Clearance  Unit  collected  $906,387, 
consisting  of  $834,320  in  Business  Taxes  and  $72,067  in 
Unsecured  Personal  Property  taxes.   In  addition  to  the  $906,387 
in  taxes,  this  unit  collected  $180,573  in  registration  fees. 

Even  though  there  was  an  increase  in  the  number  of 
certificates  processed  and  mailed,  we  were  still  able  to  clear 
the  accounts  and  issue  the  certificates  within  five  days  rather 
than  the  ten  days  allowed  by  the  Business  and  Payroll  Tax 
Ordinance. 
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A  new  program  was  implemented  in  cooperation  with  the 
Department  of  Motor  Vehicles  that  requires  taxpayers  to  pay  any 
unsecured  property  taxes  before  they  can  register  their  boats. 
This  promises  to  be  an  effective  revenue  tool,  and  will  have  a 
good  financial  impact  on  the  Investigations  Division  in  the 
coming  fiscal  years. 

The  legislature  has  helped  with  the  Supplemental  Tax 
bills.   The  passage  of  SB  813  gave  the  Assessor  and  the 
Controller  the  authority  to  reapportion  the  tax  bill  when 
property  in  estates  is  sold,  which  will  speed  up  the  collection 
of  estate  bills. 

There  is  also  legislation  taking  place  now  that  will  help 
make  sure  that  all  contractors  and  sub-contractors  coming  into 
San  Francisco  are  properly  registered  and  paying  taxes.  We 
already  have  an  agreement  with  the  Purchasing  Department  to 
register  all  vendors  doing  business  with  the  City. 

The  Investigation  Division  has  these  basic  goals: 

1.  To  increase  collections  by  5%  annually. 

2.  To  file  suits  in  a  timely  manner  on  all  accounts  of  $5,000 
and  under. 

3.  To  clear  all  registrations  within  10  days  where  there  is  no 
delinquency. 

4.  To  make  sure  that  all  firms  doing  business  in  San  Francisco 
are  registered  for  the  business  tax  or  have  the  required 
stickers. 
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LEGAL  SECTION 

The  Legal  Section's  primary  function  continues  to  be  the 
collection  of  delinquent  monetary  claims  coming  under  the  Tax 
Collector's  jurisdiction.   In  addition  to  this  primary 
function,  the  Legal  Section  acts  as  the  legal  advisor  to  the 
Tax  Collector  and  his  section  supervisors  on  legal  issues 
arising  in  the  course  of  their  respective  monetary  collection 
activities. 

The  majority  of  delinquent  accounts  referred  to  the  Legal 
Section  are  tax  deficiency  assessments  from  the  Business  Tax 
Section;  the  remainder  are  medical  treatment  accounts  from  San 
Francisco  General  and  Laguna  Honda  hospitals.   These  delinquent 
tax  assessments  often  involve  closely  held  corporations  or 
limited  partnerships  and  demand  analysis  of  sophisticated 
commercial  legal  relationships  before  a  successful  collection 
strategy  can  be  developed.   A  thorough  knowledge  of  bankruptcy 
law  is  essential  to  this  practice. 

The  medical  treatment  claims  referred  to  the  Legal  Section 
by  the  Bureau  of  Delinquent  Revenue  typically  originate  because 
the  hospital  patient  or  his  estate  has  assets  in  excess  of  the 
amounts  allowable  by  law.   In  the  course  of  enforcing  payment 
of  this  kind  of  claim,  Legal  Section  staff  must  deal  with  legal 
issues  arising  from  the  account  debtor  transferring  property  to 
relatives  or  otherwise  misappropriating  assets  that  should  have 
been  applied  to  payment  of  hospital  services. 

Although  Legal  Section  personnel  utilize  the  civil 
collection  suit  as  the  principal  tool  to  enforce  payment  of 
delinquent  accounts,  they  also  employ  other  procedures  when 
appropriate,  including  a  wide  ranging  array  of  civil  creditor 
procedures  to  collect  delinquent  accounts.   Included  among  these 
procedures  are  claims  in  bankruptcy  estates,  decedent  estates, 
and  conservatorship  estates,  a  variety  of  liens,  and  voluntary 
payment  instruments. 

As  a  separate  operating  section,  the  Legal  Section  has  its 
own  set  of  performance  objectives  which  were  revised  this  year 
to  reflect  the  increase  in  professional  staffing.   Current 
performance  objectives  for  Legal  Section  call  for  collecting  $2 
million  dollars  of  delinquent  revenue  per  fiscal  year  and  filing 
60  civil  complaints  and  obtaining  28  judgments  during  the  same 
period.  The  Legal  Section  attained  the  monetary  collection 
objective  by  collecting  $3.8  million  during  the  reporting 
period.   However,  the  subsidiary  objectives  expressed  in  terms 
of  the  number  of  complaints  filed  and  the  number  of  judgments 
obtained  was  only  partially  attained  because  of  the  substantial 
professional  personnel  time  devoted  to  obtaining  strengthened 
lien  legislation. 

During  this  period  Legal  Section  emphasized  its  role  of 
legal  advisor  to  the  Tax  Collector  on  issues  relating  to 
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collection  of  delinquent  accounts  by  proposing  legislative 
solutions  to  several  areas  where  delinquent  revenue  escaped 
collection  on  a  recurring  basis. 

Although  the  Bureau  Of  Delinquent  employees  routinely  file 
medical  reimbursement  liens  to  collect  the  cost  of 
hospitalization  whenever  they  discover  that  a  city  hospital 
patient  has  filed  a  personal  injury  action,  this  procedure  is 
only  effective  if  BDR  staff  discovers  that  the  hospital  patient 
has  filed  a  personal  injury  action  before  the  lawsuit  is 
settled  or  culminates  in  a  judgment  for  the  plaintiff.   In 
those  cases  where  the  patient's  lawsuit  is  settled  before  BDR 
employees  can  file  the  lien,  or  the  patient's  attorney  makes  a 
successful  demand  on  an  insurance  company  without  resorting  to 
the  courts,  the  hospital  treatment  costs  are  often 
uncollected.   To  prevent  revenue  loss  in  these  situations, 
Legal  Section  prepared  a  comprehensive  amendment  to  the  city 
ordinance  authorizing  medical  reimbursement  liens  and  obtained 
enactment  of  this  ordinance  in  October  of  1990.   Under  the 
revised  ordinance,  the  hospital  patient  and  his  attorney  are 
obliged  to  notify  the  BDR  in  writing  within  10  days  of  either 
filing  a  personal  injury  action  or  making  a  demand  on  an 
insurance  company.   This  legislative  initiative  required  the 
Legal  Section  to  monitor  the  necessary  coordination  between  the 
BDR  and  the  Department  Public  Health  for  the  purpose  of 
insuring  that  the  Department  of  Public  Health  developed 
procedures  fornotifying  all  patients  receiving  bills  for 
hospitalization  of  their  obligations  to  the  BDR.   As  the 
Department  of  Public  Health  and  BDR  implement  the  strengthened 
medical  reimbursement  liens,  revenue  collections  from  this 
source  have  increased  significantly  in  the  last  two  quarters  of 
this  fiscal  year. 

The  Legal  Section  also  proposed  legislation  intended  to 
strengthen  the  Tax  Collector's  ability  to  collect  delinquent 
city  tax  assessments  on  business  operators  by  recording  tax 
liens,  and  expanding  the  presumptions  of  shareholder  officer 
liability  when  the  tax  debtor  operates  as  a  corporation. 
Before  the  tax  lien  amendments  were  enacted  in  June  of  1991, 
all  city  taxes  on  business  operators  were  classified  as 
unsecured  debts  and  were  enforced  by  using  the  same  collection 
procedures  applicable  to  any  other  ordinary  monetary  debt.   If 
the  business  operator  failed  to  pay  his  city  business  tax 
assessment,  the  ordinances  directed  the  Tax  Collector  to  sue 
the  operator  in  the  civil  courts  to  collect  the  taxes  that  are 
due.   The  civil  collection  process,  even  if  vigorously  pursued, 
does  not  assure  collection  of  the  delinquent  taxes  in  all 
cases.   Unfortunately,  civil  litigation  for  the  collection  of 
taxes  necessarily  entails  unavoidable  delays  before  the  Tax 
Collector  obtains  a  civil  judgment  which  empowers  him  to 
collect  the  tax  debt  from  the  business  assets.   However,  in 
many  cases,  the  tax  debtor  has  either  dissipated  the  business 
assets,  encumbered  all  of  the  business  assets  as  security  to 
other  creditors,  or  filed  for  bankruptcy  before  the  Tax 
Collector  can  collect  city  taxes  by  using  civil  litigation. 
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Even  if  the  Tax  Collector  succeeds  in  obtaining  civil  judgment 
and  effectively  utilizes  all  of  the  collection  procedures 
afforded  by  state  law,  his  efforts  to  collect  taxes  in  this 
manner  are  often  frustrated  by  recent  changes  in  the  federal 
bankruptcy  laws. 

To  correct  this  situation  Legal  Section  prepared  a  series 
of  amendments  to  all  four  major  city  taxes  on  business 
operators  that  authorize  the  Tax  Collector  to  record  tax  liens 
in  San  Francisco  to  secure  the  payment  of  delinquent  taxes  as 
soon  as  they  become  legally  assessed.   A  tax  lien  enacted 
pursuant  to  a  valid  legislative  enactment  by  a  charter  city 
will  survive  the  debtor's  bankruptcy  while  a  judgment  lien  for 
delinquent  taxes  may  not.   The  remedy  of  a  tax  lien  is  not 
intended  to  supplant  the  existing  remedy  of  civil  litigation. 
Rather  both  collection  tools  will  be  utilized  by  the  Tax 
Collector  to  maximize  collection  of  delinquent  city  business 
tax  assessments.   This  tax  lien  legislation  was  enacted  June 
12,  1991  and  affects  the  collection  of  city  business  taxes, 
payroll  taxes,  hotel  and  parking  taxes. 

In  addition  to  the  tax  lien  ordinances,  Legal  Section  also 
proposed  and  obtained  enactment  of  other  amendments  to  the  same 
four  major  city  taxes  that  expand  the  legal  presumption  of 
shareholder  officer  personal  liability  for  delinquent  taxes 
incurred  by  their  corporations.   Formerly,  the  presumption  of 
shareholder  liability  only  applied  to  business  tax  or  payroll 
tax  liabilities  incurred  by  a  corporation  having  an  officer  who 
was  also  a  majority  shareholder.   Under  these  amendments  the 
presumption  of  personal  liability  for  corporate  tax  debts 
applies  uniformly  to  all  four  major  city  business  taxes  when  an 
individual  is  a  50%  shareholder  and  an  officer  of  a  corporation 
owing  a  city  tax  delinquency. 

The  cumulative  effect  of  these  significant  legislative 
enactments  will  be  a  strengthening  of  the  Tax  Collector's  power 
to  collect  both  delinquent  hospital  treatment  costs  and 
delinquent  city  business  taxes.   The  anticipated  increase  in 
delinquent  revenues  as  a  result  of  this  legislation  will  not 
begin  to  appear  in  collection  reports  until  the  next  fiscal 
report. 
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LICENSE  SECTION 

The  License  Section  collects  fees  for  businesses  and 
activities  that  are  issued  for  health,  safety  and  law 
enforcement  requirements.   The  fees  are  collected  to  defray 
cost  of  inspection  by  regulating  departments.   This  mandate  is 
delineated  in  Part  III  of  the  Municipal  Code.   The  Muncipal 
Code  dicusses  liability  of  the  individual,  firm  or  corporation 
to  pay  these  fees  to  the  city  and  the  collection  responsibility 
of  the  Tax  Collector's  office. 

The  section's  fiscal  year  1990-91  revenue  collection  of 
$8,960,207  exceeded  the  previous  year's  actual  revenue  by 
$107,63  3.   The  aftermath  of  the  1989  Loma  Prieta  earthquake 
played  a  significant  role  in  the  License  Section  collection 
activity  for  FY  1990-91.   Compared  to  previous  years,  fiscal 
year  1990-91  showed  a  modest  gain  of  only  1.2%  in  revenue.  This 
is  attributed  to  economic  unrest  after  the  earthquake,  reducing 
overall  business  activity.  There  were  nearly  5%  or  8,463  fewer 
licenses  issued  for  FY  1990-91  compared  with  the  previous 
year.   The  decrease  in  the  number  of  licenses  issued  was  due  to 
delays  in  new  business  start-ups  and  closures  of  existing 
businesses  from  structural  damage. 

The  License  Section's  success  in  collecting  fees 
efficiently  at  its  current  level  of  staffing  is  reflected  in 
the  declining  number  of  delinquent  accounts.   From  the  total 
Health  Department  licenses,  only  6.2%  or  289  of  the  4,626  Food 
Preparation  and  Service  accounts  remained  unpaid  at  the  end  of 
the  due  date.  Of  the  total  19,841  apartment  house  accounts, 
only  .07%  were  delinquent.   Delinquent  accounts  are  referred 
promptly  to  regulating  departments  and  our  Investigation 
Section  and  targeted  for  resolution  within  60  days.   The 
concerted  efforts  between  our  section  and  these  departments 
contributed  to  the  overall  success. 

In  conjunction  with  the  Public  Health  Department's  rabies 
requirement,  implementation  for  changes  in  the  current  dog 
license  renewal  procedures  did  not  take  place  as  anticipated 
because  legislation  is  still  in  the  process.    Modification  to 
the  ordinance  is  expected  to  be  completed  by  the  end  of  this 
calendar  year.   The  modification  would  change  the  procedure  and 
allow  dog  owners  to  license  their  pet  based  on  the  date  of  the 
rabies  vaccination.   Nevertheless,  the  section  collected 
$50,464  for  FY  1990-91,  which  is  $5,716  more  than  the  last 
fiscal  year.   Also,  the  number  of  licenses  sold  was  8,2  08  which 
is  808  more  than  the  previous  year.   The  section  plans  to 
develop  an  integrated  computer  system  with  the  S.F.  Animal  Care 
and  Control  Center.   The  computer  file  would  be  programmed  with 
information  regarding  rabies  vaccination  history  and  allow  the 
S.F.  Animal  Care  and  Control  Center  access  to  the  file  around 
the  clock. 
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This  is  the  second  year  of  the  Rent  Stabilization  and 
Arbitration  Program  and  it  was  a  very  successful  collection 
year  for  the  License  Section.   The  actual  revenue  collection 
for  FY  1990-91  of  $1,318,994  exceeded  the  first  year's 
collection  by  3.3%  and  also  exceeded  our  estimated  revenue  of 
$1,300,000  by  1.5%.   Increased  taxpayer  awareness  of  the 
homeowner's  exemption  from  the  first  year's  collection  resulted 
in  nearly  10,000  fewer  statements  mailed  for  the  initial 
billing.   Modification  to  the  language  of  the  Rent  Board 
Ordinance  minimized  confusion  regarding  exemptions.   A  cleaner 
data  file  also  made  the  collection  process  smoother  and  more 
efficient.   The  addition  of  two  temporary  staff  members  who 
data-enter  payments  and  information  for  the  Rent  Stabilization 
and  Arbitration  Program  into  the  computer  system  was 
accomplished  with  a  minimum  lag  time.   Reformatting  our 
existing  statement  to  meet  the  reguirements  of  the  NCR 
remittance  processing  system  will  further  improve  procedures 
for  the  next  billing  period. 

The  License  Section  continued  to  assume  a  major  role  in  the 
Preferential  Parking  Permit  Program  under  the  administration  of 
the  Parking  and  Traffic  Department.   Revenue  collections  for  FY 
1990-91  exceeded  the  previous  year  by  nearly  9.2%.   This  is  an 
increase  of  over  $84,501  from  the  previous  year.   There  were 
6,612  more  permits  issued  for  this  same  period.   Part  of  the 
increase  in  number  of  parking  permits  issued  was  for 
contractors  because  of  extensive  reconstruction  projects  in  the 
city  from  earthguake  damages. 

Businesses  are  now  beginning  to  make  a  recovery  which  will 
affect  our  license  revenue  collection.   Increases  to  license 
fees  for  apartment  houses,  hotels,  Health  and  Fire  Department 
accounts  for  the  upcoming  fiscal  year  should  substantially 
improve  the  amount  of  revenue  that  we  collect. 
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ANNUAL  REPORT  OF  THE  TREASURER-TAX  COLLECTOR 

CITY  AND  COUNTY  OF  SAN  FRANCISCO 

AS  OF  JUNE  30.  1992 

FOR 
FISCAL  YEAR  1991-1992 

SYNOPSIS 

The  Office  of  Treasurer  of  San  Francisco  is  an  elective 
office  which  has  been  in  existence  since  1850.   In  fact,  during 
the  period  from  1850  to  1856  there  were  two  Treasurers  -  one 
for  the  City  and  one  for  the  County,  since  prior  to  1856  San 
Francisco  County  embraced  nearly  all  of  San  Mateo  County. 
Following  the  Consolidation  Act  of  1856,  San  Francisco  became  a 
combined  City  and  County.   We  are  the  only  combined  City  and 
County  in  the  State  of  California.   The  Treasurer  is  basically 
the  banker  and  investment  officer  for  the  citizens  of  San 
Francisco.   In  July  of  1979  a  Charter  amendment  added  the 
office  and  duties  of  Tax  Collector  to  the  responsibilities  of 
the  Treasurer.   The  following  report,  dealing  specifically  with 
the  fiscal  year  ended  June  30,  1992,  contains  comparative 
statistics  and  information  covering  the  past  five  years  of 
investment  activities  and  tax  collector  revenues. 

In  managing  the  investment  functions  and  day-to-day 
operations  of  a  cash  management  program,  the  Treasurer  is 
responsible  for  an  overall  portfolio  which  is,  at  the  present 
time,  slightly  in  excess  of  $1.7  Billion.   In  administering 
this  portfolio  the  basic  objectives,  in  order  of  priority,  are 

1.  the  preservation  of  capital 

2.  availability  of  funds 

3.  yield  (favorable  return  on  investment  without  undue 
compromise  of  the  first  two  objectives) 

We  are  guided  in  our  choice  of  investments  by  the 
California  State  Government  Code  which  allows  for  a  fairly  wide 
range  of  investment  alternatives  such  as: 

•  Time  Deposits  in  banks  and  savings  and  loan  associations 

•  Negotiable  Certificates  of  Deposit 

•  U.S.  Treasury  Bills,  Notes,  and  Bonds 

•  Federal  Agencies  issues 

•  Bankers  Acceptances  and  Commercial  Paper 

Strictly  excluded  from  the  allowable  investments  are  real 
estate  and  common  stock. 


Each  month  the  entire  portfolio  is  "marked  to  market". 
This  report  and  other  details  of  performance  activity  and 
results  are  submitted  to  the  Mayor  and  the  Board  of 
Supervisors.   Return  on  investment  is  among  the  highest  in  the 
State  and  the  portfolio  reflects  the  highest  quality  of 
investment  alternatives.   We  take  pride  in  that  over  the  past 
five  years,  we  earned  $514  Million  with  full  liquidity  and 
safety  of  all  funds. 

The  portfolio  includes  the  proceeds  of  numerous  General 
Obligation  and  Revenue  Bond  issues.   The  Treasurer  assisted  in 
the  sale  of  $155,560,000  General  Obligation  Bonds.   Earnings 
and  expenditures  on  all  bond  issues  must  be  closely  monitored 
due  to  arbitrage  rebate  regulations  contained  in  the  1986 
Federal  Tax  Reform  Act  and  its  subsequent  amendments. 

In  managing  the  cash  flow  of  the  City  and  County  the 
Treasurer  works  closely  with  all  departments  to  assure  that  all 
funds  due  are  received  and  deposited  as  quickly  as  possible. 
In  order  to  accomplish  this  the  Treasurer  has  negotiated 
contracts  with  various  banks  for  such  items  as  lockbox  and 
credit  card  services.   The  Treasurer's  office  disburses  cash 
for  approximately  2.3  Million  warrants  issued  by  the 
Controller,  amounting  to  over  $3.5  Billion  each  year.   It 
should  be  noted  that  the  Treasurer's  office  does  not  issue 
warrants,  nor  have  any  control  over  the  budget  approvals  or 
expenditures.   We  make  sure  that  cash  is  available  to  honor 
warrants  issued  to  cover  approved  expenditures.   In  addition, 
we  receive,  verify  and  pay  all  matured  general  obligation  bonds 
and  coupons  which  amounted  to  $16.4  Million  in  1991-92,  as  well 
as  book  entry  bond  redemption  and  interest  which  was  wired  to 
the  Depository  Trust  Company  in  the  amount  of  $39.8  Million. 

The  tax  collection  responsibility  of  the  Treasurer  includes 
the  collection  of  Real  Estate  Taxes,  numerous  Licenses  and 
Permits,  Business  Taxes,  Investigations,  and  Delinquent 
Accounts  due  to  other  City  departments.   Annual  revenue 
collections  have  increased  from  $796  Million  to  $1  Billion  over 
the  past  five  years.   Substantial  detail  on  the  tax  collection 
activities  is  provided  in  the  body  of  this  report. 

In  summary,  the  Treasurer  collects,  protects  and  maximizes 
return  on  all  funds  due  to  the  citizens  of  the  City  and  County 
of  San  Francisco. 


ORGANIZATION  AND  BUDGET 


Very  briefly,  the  organization  appears  as  follows 


TREASURER 


Tax  Administrator 
Chief  Assistant  Treasurer  Deputy  Tax  Administrator 

Treasury  Division  Administration 

Cashier  Cashier 

Bonds  and  Coupons  Property  Tax 

Business  Tax 
Chief  Investment  Officer  Licenses  &  Permits 

Investments  Delinquent  Revenue 

Cash  Management  Investigation 

Legal 


The  Treasurer-Tax  Collector  Department  had  budgeted 
expenditures  of  $11,396,446  for  the  fiscal  year  1991-92,  with  a 
total  of  167  positions.   An  Administration  Section  provides 
centralized  support  services  to  the  programs  and  activities  of 
the  Treasurer-Tax  Collector  Department.   Goals  and  achievements 
of  the  various  divisions  are  detailed  in  the  following  pages  of 
this  report. 


TREASURY  DIVISION 


The  Treasury  Division  consists  of  two  sections  -  Cashier 
and  Bonds  and  Coupons.   The  Division's  responsibilities  are  to 
account  for  receipts  of  all  funds  deposited  by  City 
departments,  redeem  Controller's  warrants  and  disburse  funds 
for  other  legal  obligations. 

The  Treasury  Division  also  accepts  various  assets  such  as 
securities,  deposits,  bail  bonds  and  miscellaneous  assets  from 
departments  and  holds  them  in  a  special  custody  safe.   A 
special  computer  program  has  been  established  to  record  all 
necessary  information  on  these  items  as  well  as  regular  written 
contact  with  the  various  departments  involved  concerning 
current  activity  and  status  of  the  assets. 

The  Controller's  Internal  Audits  Division  routinely 
examines  the  activities  of  the  Treasurer's  office  including 
quarterly  verification  of  cash  on  hand.   In  addition,  an 
outside  major  accounting  firm  audits  our  activities  in 
connection  with  the  publication  of  the  Controller's  Annual 
Financial  Statements. 

The  Treasurer  also  works  with  the  Controller,  Legal 
Counsel,  Financial  Advisors  and  other  departments  in  connection 
with  the  issuance  of  various  bond  issues.   During  fiscal  year 
1991-92  the  following  bonds  were  issued: 

General  Obligation  bonds 

$  6,100,000    Public  Safety  Improvement  Project,  1989  - 
Series  1992A 

$  6,100,000    Police  Facilities  Improvement  Project  - 
Series  1992  B 

$58,860,000    Public  Safety  Improvement  Project,  1990  - 
Series  1992  C 

$84,500,000    Library  Facilities  Project  -  Series  1992  D 

All  of  the  above  bonds  were  fully  registered  in  the  name  of 
Cede  &  Co.  as  nominee  of  the  Depository  Trust  Company  and, 
therefore,  available  to  the  ultimate  purchasers  only  under  the 
book  entry  system. 


Additional  responsibilities  include  monitoring  absent  heir 
deposits  and  payments  pursuant  to  State  Probate  Code  11850; 
processing  and  reconciling  street  improvement  deposits  and 
payments  authorized  under  the  1934  Street  Improvement 
Ordinance;  and  performing  Trustee  duties  in  connection  with 
deferred  payment  settlement  trust  funds  resulting  from  large 
claims  against  the  City. 


CASHIER  SECTION: 

This  section  is  responsible  for  the: 

•  receipt  of  all  City  and  County  monies  and  checks  either 
through  direct  bank  deposits,  lockbox  operations  or 
Treasurer's  receiving  window 

•  payment  of  all  Controller  warrants  through  our  Clearing 
House  bank  and  Cashier  windows 

•  reconciliation  of  the  above  receipts  and  disbursements 
with  total  cash  on  a  daily  basis 

•  daily  and  monthly  reconciliation  of  Treasurer  checking 
accounts 

•  daily  input  and  detailed  reconciliation  to  FAMIS 
(Financial  Accounting  and  Management  Information  System) 
reports 

All  checks  received  through  the  Treasurer's  Receiving 
window  are  encoded  and  microfilmed  before  they  are  deposited  to 
the  bank.   Internal  control  is  achieved  by  division  of  duties 
between  receiving  cashier,  vault  cashier,  paying  cashiers, 
reconciliation  cashiers  and  clerks,  and  the  accountants. 

The  primary  objective  of  the  Cashier  Section  is  to  process 
and  account  for  the  receipt  of  collections,  departmental 
deposits  and  disbursements  made  through  the  Cashier  by  the 
close  of  the  same  business  day.   The  Cashier  Section 
accomplished  this  objective  during  the  fiscal  year. 

In  1991-92,  2,351,000  warrants  were  processed  —  almost  4% 
more  than  last  year.   Total  disbursement  dollars  also  increased 
by  8%. 

Total  receipts  amounted  to  $3,703,839,000  while 
disbursements  totaled  $3,530,544,000,  resulting  in  a  June  30, 
1992  cash  and  equity  balance  of  $1,703,525,000. 

In  an  effort  to  revise  and  streamline  the  warrant 
reconciliation  process  so  that  it  can  be  more  effective  and 
efficient,  extensive  efforts  and  resources  were  invested  in 


automation.   Consequently,  several  milestone  events  occurred  in 
the  recent  history  of  the  Cashier  Section  and  they  are  listed 
and  described  below. 


Date       Event 

November   Arrival  of  the 
1980       NCR  Remittance 

Processing  System 


Benefit /Impact 

Enables  cashiers  to  encode  checks 
for  direct  remittance  to  the 
banks.   This  process  provides 
earlier  investment  of  funds  for 
higher  interest  earnings  and 
reduction  in  bank  costs. 


September 
1982 


1990 


Expansion  of  the 
NCR  Remittance 
Processing  System 


Installation  of  a 
replacement  NCR 
Remittance 
Processing  System 


Allows  cashiers  to  encode  and 
process  redeemed  and  mutilated 
warrants.   This  process  creates 
a  computer  tape  of  encashed 
warrants  whose  data  are  entered 
directly  into  the  Warrant 
Reconciliation  System.   This 
eliminates  the  necessity  of 
parcelling  out  this  work  to 
the  Controller's  ISD  personnel. 

Replaces  obsolete  equipment  with  a 
faster  and  more  efficient  PC/LAN 
based  system  that  permits  cashiers 
to  produce  diskettes  whose  data 
can  be  transmitted  electronically 
to  ISD.   This  speeds  up  the 
processing  of  warrants  and 
remittances  and  eliminates  the 
need  to  create  computer  tapes  for 
the  IBM  mainframe. 


BOND  AND  COUPON  SECTION: 

The  objective  of  the  Bond  and  Coupon  Section  is  to  complete 
the  redemption  of  general  obligation  bonds  &  coupons  and 
registered  (non-coupon)  bonds  and  bond  interest  on  the  date  of 
maturity.   This  section  receives,  verifies  and  pays  all  matured 
bonds  and  coupons  (bond  interest)  either  locally  or  through  the 
Depository  Trust  Company.   Two  significant  events  occurred  in 
this  section  during  FY  1991-92  and  they  are  described  below. 


Date 


Event 


March  19,  1991   Fiscal  agent  Citibank  in  New  York  resigned  as 
co-paying  agent.   The  City  and  County  of  San 


Date  Event 


Francisco  Treasurer  Bond  &  Coupon  Section  became 
the  sole  paying  agent  for  the  redemption  of  all 
bearer  bonds  and  coupons  maturities  until  April 
1,  1992. 

April  1,  1992   Bank  of  America's  Corporate  Trust  Department 
became  the  paying,  transfer,  and  registration 
agent  for  all  general  obligation  bearer  bonds 
issued  prior  to  1986. 

Through  perseverance  and  dedication  to  quality  control,  the 
staff,  consisting  of  one  bond  supervisor  and  one  clerk,  has 
continuously  fulfilled  this  objective.   During  fiscal  year 
1991-92,  31,314  bonds  and  coupons  amounting  to  $16,416,721  were 
redeemed.   All  matured  bonds  and  coupons  presented  for 
redemption  by  person  or  mail  were  promptly  and  satisfactorily 
paid.   In  1991-92  there  were  30  transactions  involving  new 
registrations  and  reregistrations  of  general  obligation  bonds. 
In  1991-92,  book  entry  bond  redemption  and  interest  payments  of 
$39,768,141  were  wired  to  the  Depository  Trust  Company. 


INVESTMENT  DIVISION 

The  goal  of  the  Investment  Division  is  to  administer  and 
control  the  investment  of  all  monies  in  the  Treasurer's  custody 
that  are  not  required  for  payment  of  current  obligations.   Its 
purpose  is  to  maximize  interest  income  while  preserving  the 
liquidity  and  safety  of  the  principal.   Its  objective  is  to 
maintain  all  surplus  funds  in  investments  that  can  be  easily 
monitored  and  liquidated. 

The  Investment  Division  has  consistently  demonstrated 
prudent  portfolio  management  with  excellent  results.  The 
portfolio  performance  for  fiscal  year  1991-92  is  listed  below: 

Total  interest  received  $    117,128,173.51 

Total  net  earnings  $    112,397,920.47 

Average  daily  portfolio  balance  $  1,442,817,318.00 

Earned  Interest  Yield  7.769% 

Fiscal  year-end  portfolio  balance  $  1,674,404,341.06 

MARKET  VALUE  (as  of  6/30/92)  $  1,713,817,861.69 

PRINCIPAL  COST  $  1,671,140,268.41 


TOTAL  APPRECIATION  $     42,677,593.28 

*YIELD    10.748% 
*  appreciation  is  included  in  formula  to  determine  yield. 

Comparison  Yields 

Average  90  day  treasury  bills  4.33  % 

City  of  Los  Angeles  6.10  % 

Los  Angeles  County  5.50  % 

State  Local  Agency  Fund  4.95  % 

Many  of  the  Bond  Funds  managed  by  the  Investment  Division 
are  subject  to  the  Tax  Reform  Act  of  1986  which  strictly  limits 


arbitrage  profits  that  can  be  enjoyed  by  the  City  and  County  of 
San  Francisco. 

The  Investment  Division  subscribes  to  the  following 
computerized  financial  services: 

Moneymax 

Telerate  Matrix  System 

Dow  Jones  Capital  Markets 

Technical  Data 

Money  Market  Observer 

Ramirez  Capital 

Thompson  Financial 

various  institutional  data  banks 

In  addition,  direct  wire  lines  are  maintained  by  investment 
houses  (primary  government  dealers)  which  enable  the  Chief 
Investment  Officer  to  maximize  interest  income  and  earned 
interest  yield  as  reflected  in  the  schedule  of  Portfolio 
Statistics.   The  installation  of  a  personal  computer  (PC)  along 
with  an  appropriate  modem  allows  the  investment  staff  to 
retrieve  daily  bank  balances  and  supporting  reports.   Further, 
the  PC  is  able  to  produce  trends  and  results  and  assist  in 
future  investment  decisions.   The  Telerate  Matrix  provides 
instantaneous  live  electronic  monitoring  of  the  domestic  fixed 
income  markets. 

The  implementation  of  direct  bank  deposits  during  the  early 
1970 's,  whereby  departments  deposit  their  receipts  directly  to 
local  branches  of  Bank  of  America  which  is  the  City  and 
County's  concentration  bank,  continues  to  accelerate  cash  flow 
into  the  Treasury.   Lockbox  procedures  are  in  effect  for 
processing  invoice  receipts  and  Municipal  Court  parking  and 
traffic  citation  receipts.   Tax  collection  receipts  and  other 
city  department  receipts  are  received  for  processing  through  a 
NCR  Remittance  Processing  System  for  direct  bank  remittance. 
These  procedures  provide  early  deposit  of  receipts  plus  reduced 
bank  charges. 

The  Investment  Staff  continues  to  monitor  and  invest  all 
funds  that  flow  through  the  remittance  processing  system  by 
electronic  access.   All  funds  are  transferred  by  Fed-wire  to 
the  concentration  account  for  Controller  disbursement  or 
Treasurer  investment. 

Besides  the  aforementioned  procedures,  credit  cards  are 
accepted  for  payment  of  traffic  fines,  towing  and  storage  fees 
and  misdemeanor  bails.   This  process  has  resulted  in  the 
reduction  of  bad  checks,  acceleration  of  payments  and  immediate 
availability  of  funds  for  investment.   In  addition  to  the 


investment  of  those  funds  mentioned  above,  the  Investment 
Division  also  invests  funds  received  from  the  Transit  Impact 
Fee. 

The  position  of  Cash  Manager  was  staffed  for  the  entire 
fiscal  year,  reducing  the  burden  of  the  Chief  Investment 
Officer.   The  Cash  Manager's  primary  responsibilities  include: 

•  ensuring  compliance  with  Charter  mandate  that  all 
revenues  deposited  with  City  departments  are  received 
and  receipted  in  the  Treasurer's  Office  by  the  next 
business  day 

•  analyzing  cash  flow  throughout  the  City  and  developing  a 
cash  flow  system 

•  initiating  and  modifying  cash  flow  procedures 

•  establishing  and  maintaining  banking  relationships 

•  advising  and  making  recommendations  to  City  and  County 
department  personnel  regarding  cash  management 
procedures  and  policies 

•  assisting  the  Chief  Investment  Officer  in  administering 
cash  management  and  investment  policies 

Extended  application  of  these  procedures  to  other  programs 
is  an  ongoing  process  and  continues  to  increase  revenues  and 
provide  improved  taxpayer  assistance  while  containing  costs. 

The  South  Africa  Divestment  Ordinance,  effective  March  10 
1986  and  amended  in  1990,  had  been  anticipated  by  the  Treasurer 
and  Investment  Division  staff  and  consequently,  there  were  no 
investments  in  the  portfolio  which  are  in  conflict  with  the 
City's  divestment  policy.   Subsequent  to  the  enactment  of  the 
ordinance,  and  after  its  amendment  in  1990,  all  financial 
institutions  were  sent  appropriate  Affidavits  and/or 
Declarations  to  comply  with  the  ordinance  provisions.   All 
institutions  with  City  deposits  had  returned  signed 
Affidavits/Declarations.   Additionally,  all  financial 
transactions  were  reviewed  to  be  sure  that  we  are  in  compliance 
with  the  ordinance. 

All  financial  institutions  were  advised  of  the  City's 
MacBride  Principles'  Ordinance  which  pertains  to  fair 
employment  practices  in  Northern  Ireland.   It  is  the  policy  of 
the  Treasurer  to  support  these  principles  and  encourage 
financial  institutions  to  assist  those  companies  which  abide  by 
the  principles. 
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TAX  COLLECTION  DIVISION 


The  office  of  the  Tax  Collector  receives  and  deposits  all 
monies  for  taxes,  licenses  and  other  fees  due  the  City  and 
County  under  the  direction  of  the  Treasurer,  in  accordance  with 
the  provisions  of  the  Charter  and  the  City's  Administrative 
Code.   It  also  provides  the  collection  of  delinquent  accounts 
for  other  City  departments.   In  order  to  be  effective  this  work 
requires  coordination  with  other  aqencies  of  the  City  and 
County,  the  Board  of  Supervisors  and  the  State  of  California, 
as  well  as  other  tax  administrators  and  policy  bodies. 

The  office  aims  to  provide  an  equitable  and  efficient 
collection  of  property  taxes,  business  taxes,  licenses,  and 
miscellaneous  fees  in  accordance  with  State  law  and  City 
ordinances,  and  at  the  same  time  maximize  the  investment  return 
by  expeditiously  processinq  and  depositinq  receipts. 

The  Tax  Collector  supervises  eiqht  operatinq  sections: 
Administration,  Cashier,  Property  Tax,  Business  Taxes  and 
Audits,  Delinquent  Revenue  Collection,  Investiqation,  Leqal, 
and  License.  The  sections  have  the  followinq  basic  qoals: 

1.  To  provide  centralized  administrative  services  for  the 
department  and  to  provide  support  of  divisional  proqram 
activities . 

2.  To  provide  centralized  collection  of  secured  and 
unsecured  property  taxes  for  local  qovernment  taxinq  aqencies 
within  the  City  and  County  of  San  Francisco. 

3.  To  maintain  a  post-audit  proqram  to  determine  the 
accuracy  of  taxpayer  reports  and  to  levy  additional  taxes  if 
the  audit  indicates  an  underpayment. 

4.  To  administer  and  collect  the  Business  Tax,  the 
Payroll  Expense  Tax,  Parkinq  Tax,  Hotel  Tax,  Utility  Tax, 
Stadium  Admission  Tax,  and  Transient  Occupancy  Tax. 

5.  To  provide  centralized  collection  of  delinquent 
accounts  in  excess  of  90  days  for  all  City  and  County 
Departments  except  those  under  the  jurisdiction  of  the  Public 
Service  Enterprises,  and  to  provide  for  the  resolution  of  all 
delinquent  taxpayer  accounts. 

6.  To  collect  fees  for  Licenses  and  Permits  which  are 
required  by  Municipal  Code  and  to  collect  the  Doq  License  Fees. 
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The  functions  of  each  section  are  described  in  more  detail 
in  the  body  of  this  report.   The  narratives  also  include 
individual  program  goal  statements  directed  towards  the 
achievement  of  timely  and  quality  public  service.   Together 
they  express  the  main  objective  of  the  Tax  Collector's  Office: 
to  maximize  the  City  and  County  revenues  to  finance  services 
and  functions. 

HIGHLIGHTS  FOR  FISCAL  YEAR  1991-1992 

The  Tax  Collector's  office  continued  in  its  multi-year 
automation  of  routine  document  processing,  accounting  and 
reconciliation,  data  entry,  and  file  management.   Additional 
printers  and  workstations  were  installed  throughout  the  office, 
with  special  emphasis  on  making  more  time  available  for  direct 
revenue-producing  activities.   We  continued  to  use  the 
Interactive  Voice  Response  system  installed  in  1990  to  improve 
service  to  property  taxpayers,  particularly  during  the  peak 
billing  and  payment  season. 

One  major  achievement  this  year  was  the  installation  of 
Release  I  of  the  new  Business  Taxes  System  (BTS),  which  had 
been  under  development  since  1987-88.   The  core  of  the  system 
was  installed  in  December,  with  the  remainder  scheduled  for  a 
series  of  releases  over  the  following  two  years.   Tax  Collector 
staff  continued  to  work  closely  with  both  I.S.D.  and  the 
independent  contractors  in  converting  from  the  old  to  the  new 
system  and  successfully  utilizing  a  highly  sophisticated  data 
base. 

In  addition  to  the  implementation  of  a  new  system,  the 
Business  Taxes  section  continued  its  highly  successful  program 
of  out-of-state  audits.   It  sent  a  team  of  Auditors  to  New 
York,  New  Jersey,  Massachusetts,  and  Connecticut  to  audit  the 
headquarters  of  major  corporations  with  businesses  in  San 
Francisco.   The  trip  generated  just  over  $1  million  in  audit 
determinations  resulting  from  a  total  expenditure  of  just 
$15,000.   We  plan  to  continue  this  program  in  the  coming  years. 
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ADMINISTRATION  SECTION 


Staff  continued  to  provide  centralized  administrative 
services  to  the  department  in  the  areas  of  budget  and  finance, 
data  processing  and  telecommunications,  payroll/personnel, 
equipment  and  facilities  maintenance,  and  general  office 
administration.   These  activities  freed  staff  throughout  the 
department  to  concentrate  on  direct  revenue-producing  activities. 

1)  Management  Information  Services 

During  FY  91-92  the  M.I.S.  staff  continued  to  provide 
support  for  Wang  VS  5000  mini-computers,  personal  computers, 
printers,  an  interactive  voice  response  system,  and 
telecommunications  lines.   The  department's  single  dedicated 
position  -  an  1818  M.I.S.  Specialist  II  -  also  serves  as  the 
department's  Trainer  in  addition  to  his  system  operation  and 
administration  responsibilities.   He  develops  customized 
training  courses,  and  regularly  holds  classes  and  workshops  in 
word  processing,  spreadsheets,  and  software  and  equipment 
utilization.   He  developed  a  course  in  Telephone  Techniques 
modelled  after  one  given  by  Pacific  Bell.   This  course  will  be  a 
standard  part  of  our  orientation  for  new  staff  in  the  future. 

During  the  coming  year  the  M.I.S.  staff  will  be  examining 
the  department's  long-term  strategic  direction  for  distributed 
data  processing.   Wang  is  no  longer  the  platform  of  choice, 
however  a  fiscal  deficit  in  the  City  and  County  has  made  any 
migration  to  an  industry-standard  platform  impossible  at  this 
time.   EIPSC  authorization  has  been  approved  for  this  move,  and 
it  will  take  place  when  funding  becomes  available. 

2)  Administration 

The  Administration  staff  continued  throughout  the  year  to 
handle  all  administrative  services,  including  budget  and  finance 
activities,  payroll  and  personnel  services,  equipment  and 
facilities  maintenance,  operations  analysis,  and  technical 
assistance  to  all  staff.   One  new  program  in  which  we  are 
involved  is  the  City-wide  implementation  of  the  Americans  With 
Disabilities  Act  (ADA).   This  program  deals  with  interviewing, 
hiring,  and  making  the  workplace  accessible  to  people  with 
disabilities.   The  primary  goals  of  the  Administration  Section 
continue  to  be: 

•   To  provide  data  processing  and  administrative  services  to 

all  staff  in  a  comprehensive  and  efficient  manner  as  a  means 
of  increasing  their  productivity  and  improving  service  to 
the  public. 
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•  To  provide  revenue-generating  staff  with  automated  tools 
that  will  enable  them  to  spend  less  time  on  clerical  and 
document-processing  functions  and  more  time  on 
revenue-generating  activities. 

•  To  follow  a  value-added  strategy  for  the  division  by 
utilizing  data  processing  and  telecommunications  systems 
that  follow  industry  standards  and  will  provide  a  flexible 
base  for  future  growth  and  development. 


15 


CASHIER  SECTION 


The  Cashier  Section  receives  and  accounts  for  all  payments 
of  taxes,  licenses,  and  other  revenues.   They  include  both 
payments  made  over  the  counter  and  received  in  the  mail.   The 
section  maintains  internal  control  of  all  payments  through: 

•  a  numeric  identification  data  system 

•  batch  control  data 

•  microf ilmming  the  checks  connected  with  each 
payment 

The  Cashier  staff  also  opens,  sorts,  and  processes  all  mail 
received  by  the  Tax  Collector's  Office.   All  checks  with  proper 
supporting  documents  are  posted  immediately  and  those  without 
undergo  the  standardized  check  control  processing.   This 
procedure  ensures  that  all  payments  are  correctly  identified 
and  recorded. 

During  Fiscal  Year  (FY)  1991-1992,  the  Cashier  Section 
continued  to  modernize  by  installing  a  Local  Area  Network  (LAN) 
of  eleven  workstations.   This  allowed  the  automatic  generation 
of  daily  statistical  and  management  reports  which  greatly 
contributed  to  the  prompt  and  efficient  deposits  of  receipts. 
The  processing  of  all  of  these  items  were  performed  by  a  staff 
of  nine  permanent  employees.   Additional  temporary  employees  of 
both  cashiers  and  clerks  were  hired  during  the  peak  periods  of 
Real  Estate  collections. 

For  the  next  FY,  Cashier  plans  to  connect  all  the  work- 
stations to  the  IBM  mainframe  through  a  telecommunication  link 
as  well  as  both  the  cashiering  workstations  and  the  remittance 
processing  LANs.   This  configuration  will  enable  all  aspects  of 
the  Tax  Collector's  cash  management  system  to  have  direct 
access  to  the  files  on  the  IBM  mainframe. 

The  total  revenue  processed  by  the  Cashier  staff  increased 
by  $28,479,065  or  3%  for  a  total  of  $1,016,833,645.   The  total 
number  of  processed  items  was  536,794.   This  is  a  decrease  of 
10%  in  the  number  of  items  processed  as  compared  to  593,361  in 
FY  1990-91.   This  reduction  is  due  to  the  fact  that  the 
Preferential  Parking  and  the  Parking  Meter  Collections  have 
been  taken  away  from  this  Department  and  moved  to  the 
Department  of  Parking  and  Traffic. 


16 


Retail  Sales  and  Local  Transportation  Tax 

The  State  of  California,  acting  since  1958  as  the  agent  of 
the  City  and  County  of  San  Francisco,  collects  the  San 
Francisco  Uniform  Sales  and  Use  Tax  and  returns  revenues  minus 
costs  to  the  City  and  County.   The  state  collected  an 
additional  $20,768,372  for  deposit  in  the  Local  Transportation 
Special  Fund.   Together  these  items  represented  a  total  of 
$104,515,882  in  additional  tax  revenue  for  the  City  and  County. 

Note:   The  Cashier's  figures  do  not  match  those  of  the 
Real  Estate  and  Business  Tax  sections.   The  Cashier's  figures 
represent  the  amounts  originally  collected  and  before 
adjustments  whereas  the  other  two  sections'  figures,  as  per  the 
notes  on  their  respective  statistical  tables,  represent  the 
amounts  as  adjusted  by  transfers,  duplicates,  and  overpayments. 
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SOURCES  OF  REVENUE 

TAX  COLLECTORS  OFFICE 

1991  —1992 


Delinquent  Revenue  0.3% 
Licenses  0.9% 


Business  Registration  0.7% 


TOTAL  BUSINESS 
TAXES  26.6% 


Utility  Tax  2.7% 
Parking  Tax  2.5% 
business  Tax   1 


Tax  Redemption  2.2% 

UPP  Supplemental  0.3% 
Unsecured  Personal  Property  6.3% 


Other  0.4% 


TOTAL  PROPERTY 
TAXES  61.5% 


Secured  Supplemental  1.3% 
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PROPERTY  TAX  SECTION 


The  Property  Tax  Section  collects,  records,  and  reports 
payments  of  secured  and  unsecured  property  taxes  and  special 
assessments.   The  section  has  two  major  units:   Real  Estate 
and  Tax  Redemption  Bureau. 

Real  Estate 

This  unit  began  the  tax  collection  process  with  the  mailing 
of  property  tax  bills.   It  dispatched  more  than  220,000 
regular,  escaped  assessment,  and  supplemental  tax  bills 
throughout  the  year.   In  Fiscal  Year  (FY)  1991-1992,  it  made 
its  biggest  posting  in  mid-October  as  it  mailed  168,280  secured 
property  tax  bills.   This  event  took  place  two  weeks  earlier 
than  the  date  reguired  by  the  State  Revenue  and  Taxation  code 
of  November  1.   Furthermore,  this  unit  mailed  an  additional: 

•  51,127  unsecured  tax  bills 

•  12,400  supplemental  tax  bills 

The  nature  of  both  the  unsecured  and  supplemental  tax  bills 
reguired  individual  monthly  mailings  rather  than  one  big 
mailing  as  was  the  case  for  the  regular  secured  tax  roll. 

In  FY  1991-1992,  this  unit  received  more  than  400,000 
payments  and  collected  $621,065,482  in  tax  revenues.   The  NCR 
remittance  processors  processed  most  of  these  payments 
electronically  and  the  Cashier  processed  the  rest  manually. 
Regardless  of  the  way  in  which  they  were  handled,  these  payments 
must  be  recorded  and  reconciled.   Afterwards,  this  unit  prepared 
the  collection  reports  promptly  and  efficiently. 

The  public  made  more  than  156,000  inguiries  —  a  6% 
increase  --  either  by  mail,  telephone,  or  walk-ins. 
Additionally,  the  Automated  Information  Line,  which  was 
installed  in  December  of  1991,  received  26,565  calls  —  a  22% 
increase.   The  taxpayers  reguested: 

•  duplicate  tax  bills 

•  explanations  of  tax  bills 

•  refunds  of  overpayments 

Assessment  oversights  sometimes  resulted  in  corrected  tax 
bills.   The  tax  liability  on  these  bills  could  be  either  over- 
or  under-stated.   If  it  was  the  former,  the  Tax  Collector  had  to 
refund  the  difference  to  the  taxpayer.   Otherwise,  the  taxpayer 
had  to  remit  the  difference  to  the  Tax  Collector. 
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This  unit  set  and  met  the  following  objectives: 

•  To  complete  mailing  of  all  current  year  secured  tax 
bills  by  November  1. 

•  To  process  within  three  days  all  secured  payments 
received  on  or  before  December  10  and  April  10. 

•  To  post  and  reconcile  within  sixty  days  all  secured 
payments  received  on  or  before  December  10  and  April  10. 

•  To  post  and  reconcile  within  forty-five  days  all 
unsecured  payments  received  on  or  before  August  31. 

•  To  provide  a  list  of  delinquent  unsecured  accounts  as  of 
August  31  to  the  Investigation  Section  by  October  15. 

•  To  mail  100%  of  non-penalty  courtesy  letters  within 
seven  days  of  receipt  from  Cashier. 

Tax  Redemption  Bureau 

This  unit  processed  and  computed  payments  of  prior  years' 
delinquent  secured  property  taxes.   It  maintained  complete 
listings  and  accounting  records  of  prior  years*  delinquent 
property  taxes,  penalties,  costs,  redemption  penalties  and 
fees.   It  also  maintained  complete  records  on  taxes  being  paid 
under  the  five-year  installment  payment  plan.   In  FY  1991-1992, 
taxpayers  redeemed  4,702  tax  defaulted  parcels  to  produce  a  tax 
revenue  of  $22,477,666. 

An  online  automated  financial  system  maintained  the 
accounting  records  for  delinquent  taxes  outstanding  and 
collected.   It  automatically  accumulated  the  tax  liability  on  a 
monthly  basis  until  the  property  was  either  redeemed  or  sold. 
It  has  inquiry,  update,  and  payment  recording  capabilities. 

The  bureau  received  a  high  volume  of  telephone  calls  and 
letters  from  the  following  entities: 

•  general  public 

•  title  insurance  companies 

•  mortgage  companies 

•  savings  and  loan  companies 

•  banks 

•  tax  service  agencies 
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They  inquired  about  such  matters  as  the: 

•  interpretation  of  the  State  Revenue  and  Taxation  Code 

•  current  tax  status 

•  computation  of  taxes  and  penalties 

To  perform  these  functions  effectively,  this  unit  had  fostered 
a  close  relationship  with  the  offices  of  the  City  Controller, 
Assessor,  and  State  Controller. 

The  Bureau  also  prepared  lists  of  properties  that  had 
become  tax-defaulted  and,  consequently,  were  subjected  to 
sell.   In  compliance  with  State  law,  the  Bureau  published  the 
Delinquent  List  in  September  of  1991  and  the  Notice  of  Power 
to  Sell  Tax-Defaulted  Property  in  June  of  1992  in  the  local 
newspaper . 
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BUSINESS  TAX  SECTION 


The  Business  Tax  section  is  responsible  for  the 
administration  of  the  following  taxes  and  fees: 

Business  Tax 
Payroll  Expense  Tax 
Hotel  Tax 
Parking  Tax 
Utility  Users  Tax 
Stadium  Admission  Tax 
Registration  Fee 
Roofers  Vehicle  Tag  Fee 

The  management  of  these  taxes  and  fees  involves  the 
maintenance  of  taxpayer  files,  collection,  assistance  of 
taxpayers,  and  other  related  duties.   The  taxpayer  files  are 
continuously  serviced  to  maintain  accurately  the  current  status 
of  each  taxpayer.   There  are  approximately  57,000  active 
taxpayer  accounts  registered  under  the  various  business  taxes. 

The  pilot  project  to  send  field  auditors  to  major  cities 
outside  of  San  Francisco  is  in  its  third  year.   During  Fiscal 
Year  (FY)  1991-1992,  two  teams  of  three  auditors  each  were  sent 
to  the  New  York/Massachusetts  and  New  Jersey/Connecticut  areas 
respectively  for  a  two-week  period.   They  completed  a  total  of 
45  audits.   Discrepancies  were  detected  in  25  of  them  resulting 
potentially  in  $1,200,000  deficiency  billings.   This  has  been 
an  extremely  successful  program.   If  funds  are  allocated  for 
this  project  in  next  FY's  budget,  we  plan  to  expand  the  target 
area  to  the  Southwest  states. 


The  primary  function  of  the  audit  program  is  to  verify  the 
accuracy  of  the  tax  return  and  to  promote  taxpayer  compliance 
with  the  tax  ordinances  and  the  related  regulations.   The  audit 
staff  produced  $8,352,042  in  deficiency  billings  this  FY  as 
compared  to  $11,090,780  last  FY. 

Two  major  changes  in  our  operation  in  the  past  four  years 
had  caused  fluctuations  in  audit  hours  and  audits  completed. 
The  columns  below  describe  these  changes  and  their 
consequences : 


Cause 


Effect 


Enactment  of  the  Business 
Tax  Registration  Fee 


Required  additional  efforts  by 
the  audit  staff  to  administer 
and  enforce  the  provisions  of 
the  ordinance. 
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Cause  Effect 

Greater  involvement  by        Reduced  the  available  audit 
the  audit  staff  in  the        hours, 
design  and  conversion  phase 
of  the  new  data  system 

The  design  phase  of  our  computer  system  known  as  Business 
Taxes  System  (BTS)  was  completed  in  December  1991.   As  the 
project  moved  to  the  conversion  and  implementation  phase,  more 
staff  members  were  involved  in  the  testing,  training, 
conversion,  and  procedure  tasks. 

The  Business  Tax  section  continues  to  be  responsible  for  a 
large  portion  of  the  task  of  automating  the  Tax  Collector's 
Business  Taxes  System.   In  partnership  with  the  Controller's 
ISD  section,  it  has  expended  a  tremendous  amount  of  man-hours 
from  all  the  personnel  in  its  section.   When  completed,  the 
project  will  improve  the  collection  of  taxes  and  enhance  the 
efficiency  and  effectiveness  of  not  only  our  section  but  also 
of  the  entire  Tax  Collector's  Office.   BTS  is  expected  to 
redirect  the  auditors'  efforts  from  routine  office  chores  to 
actual  field  audits.   We  anticipate  that  the  new  system  will 
increase  revenues  by  approximately  $1,371,040  per  year. 
Additionally,  it  will  provide  more  management  reports  and 
statistics  for  a  more  effective  organization  and  supply  more 
accurate  and  complete  business  data  to  the  City  policy  makers. 
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BUREAU  OF  DELINQUENT  REVENUE 

The  Bureau  of  Delinquent  Revenue  provides  two  types  of 
collection  services  to  the  various  departments  of  the  City  and 
County  of  San  Francisco. 

1.  It  accepts  accounts  from  departments  that  are  unable  to 
collect  their  accounts  receivable  within  the  90  days 
provided  by  the  Administrative  Code. 

2.  It  submits  creditor  claims  during  escrow  and  bankruptcy 
proceedings . 

To  perform  these  functions  effectively  and  efficiently,  the 
Bureau  is  organized  into  two  units  —  Delinquent  Accounts  and 
Escrow  and  Bankruptcy. 

Delinquent  Accounts 

This  unit  accepts  accounts  that  are  referred  to  the  Bureau 
in  accordance  to  Section  10.38  of  the  Administrative  Code. 
Pertinent  information  of  the  accounts  are: 

•  entered  into  the  computer 

•  checked  for  errors 

•  balanced  and  billed 

Some  of  the  collection  services  that  the  Bureau  provides  for 
these  types  of  accounts  are: 

•  Billing  and  debt  resolution  —  generates  computerized 
letters  to  the  debtors  which  provide  them  with  an 
opportunity  to  deny,  discuss,  and  resolve  their  liabilities. 

•  Skip  tracing  bad  addresses  —  utilizes  credit  reports  and 
records  of  other  governmental  agencies  such  as  Department 
of  Motor  Vehicles  and  the  Employment  Development  Department 
to  obtain  the  debtors'  new  addresses. 

•  Employment  verifications  —  calls  debtors'  employers  to 
ascertain  their  employment  claims. 

•  Filing  credit  claims  in  probate  —  submits  creditor  claims 
in  probate  cases. 

•  Filing  medical  liens  in  lawsuits  —  proposes  medical  liens 
to  recover  medical  treatment  costs  for  the  City  when  San 
Francisco  General  Hospital  or  Laguna  Honda  Hospital 
patients  file  lawsuits  against  the  party  or  parties  that 
cause  their  injuries. 
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•  Filing  workers'  compensation  claims  --  submits  worker's 
compensation  liens  for  work  related  injuries. 

•  Small  Claims  Court  representation  --  represents  the  City  in 
Small  Claims  Court  when  the  debts  involved  are  $5,000  or 
less . 

•  Initiating  civil  litigation  —  protects  the  City  and 
County's  legal  interests  by  filing  civil  suits  in  the 
Municipal  and  Superior  Courts. 

Escrow  and  Bankruptcy 

This  unit  collects  taxes  and  other  accounts  receivable  when 
a  business  or  person  opens  an  escrow  account  or  files  for 
bankruptcy.   The  collection  potential  of  taxes  and  other  claims 
diminishes  considerably  unless  the  Bureau  submits  demands  to 
escrow  holders  before  the  sale  of  a  business  or  real  property 
is  finalized.   Credit  claims  must  be  filed  in  a  timely  manner 
with  the  bankruptcy  courts  in  order  to  be  valid.   Claims  filed 
after  the  statutory  period  lack  effect  and  are,  therefore, 
denied  by  the  trustees  of  the  bankruptcy  courts. 

For  Fiscal  Year  (FY)  1991-1992,  Delinquent  Accounts' 
collection  of  outstanding  debts  decreased  by  $496,447  or  7.46% 
(from  $8,240,288  to  $7,424,051).   This  occurred  despite  a 
15.85%  increase  in  the  number  of  collections  (from  15,978  to 
18,512).   Factors  causing  the  reduced  dollar  amount  of 
collections  were: 

•  vacant  collection  officer  and  senior  clerk  positions  since 
October  1990  due  to  salary  savings 

•  improved  eligibility  screening  and  collection  staff  at  San 
Francisco  General  Hospital 

•  decreased  inpatient  accounts  (27.76%)  referred  to  the 
Bureau  for  collection 

•  increased  number  of  debtor  installment  plans  due  to  the 
lackluster  economy 

Even  though  the  workload  increased  with  the  lagging  economy, 
Escrow  and  Bankruptcy's  collection  was  decreasing  to  its 
predicted  level  of  $1,000,000  annually.   This  pattern  could  be 
attributed  to  the: 

•  increased  collection  efficiency  of  the  Business  Tax  and 
Investigation  sections 

•  addition  of  the  Business  Tax  Registration  Program  which  has 
lowered  the  number  of  delinquent  taxpayers 

Although  this  unit's  scope  of  work  has  been  changed,  it 
continues  to  play  an  important  role  in  the  office's  enforcement 
policy. 
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INVESTIGATION  SECTION 


The  Investigation  Section's  main  responsibility  is  to 
ensure  that  the  taxpayers  comply  with  the  State  Revenue  and 
Taxation  Code  for  the  County  and  Local  Tax  Ordinances  of  the 
City.   The  section  operates  basically  as  a  support  group 
primarily  for  the  Real  Estate,  Business  Tax,  and  Legal  sections 
and  secondarily  for  the  Delinquent  Revenue  and  License 
sections.   Investigation  of  delinquencies  revolves  mostly 
around  unsecured  personal  property  taxes  of  the  Real  Estate 
Section,  and  business  payroll  and  gross  receipts  of  the 
Business  Tax  Section. 

This  section  is  divided  into  three  units  both 
functionally  and  physically: 

ADMINISTRATIVE :   This  unit  is  responsible  for  all  fiscal 
matters,  accounting  and  financial  reports,  and  clearance  of 
assignments  and  personnel.   It  also  handles  Small  Claims 
Actions  and  bounced  checks  cases. 

FIELD :   The  field  investigators  are  the  ones  who  have  actual 
face-to-face  contact  with  the  taxpayers.   They  serve  as  the 
foot-soldiers  for  our  unit.   Their  responsibilities  are  to: 

•  locate  delinquent  taxpayers 

•  convince  them  to  pay  their  delinquent  taxes 

•  serve  legal  documents  on  behalf  of  the  Legal  Section 

•  assist  Business  Tax  in  registering  all  business  accounts 

During  Fiscal  Year  (FY)  1991-1992,  this  unit  had  also  dedicated 
one  field  investigator  for  a  full  year  to  handle  the 
Tax-Defaulted  Sale  for  the  Real  Estate  Section. 

CLEARANCE :   This  unit's  main  function  is  to  check  all 

business  accounts  for  any  tax  delinquencies.   All  delinquencies 

must  be  paid  in  full  before  a  Business  Certificate  is  issued. 

Several  major  computer  programs,  which  greatly  benefit  the 
Investigation  Section,  were  implemented.   The  columns  below 
listed  these  program  names  and  their  benefits. 

Program  Benefits 

Business  Taxes  System   Accelerates  searches  for  payroll  and 
(BTS)  business  accounts. 
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Program  Benefits 

TBAI  Automatically  calculates  and  bills  late 

payment  penalties  and  partial  payment 
interest  on  a  monthly  basis. 

TBAX  Provides  instantaneous  information  on 

all  delinquent  tax  bills  and  posting  of 
paid  accounts  to  the  taxpayers. 

Also  the  Board  of  Supervisors  passed  an  ordinance  allowing  the 
acceptance  of  partial  payments  which  released  $1.3  million  in 
revenue  to  the  general  fund. 

Many  San  Francisco  businesses  had  been  affected  by  the 
sluggish  economy.   However,  the  FY  1991-1992  figures  indicated 
that  the  Unsecured  Personal  Property  Tax  collection  still 
posted  a  21%  increase  (from  $6,195,224  to  $8,278,063).   Also  of 
equal  importance  was  the  12%  increase  in  closed  files  (from 
10,571  to  12,285).   We  close  a  file  only  after  all  delinquent 
taxes,  penalties,  and  interests  have  been  paid.   This  higher 
number  lets  the  public  know  that  the  City  is  serious  in  its 
collection  pursuits  and  this  message  should  always  be  kept  in 
the  forefront  of  the  public.   Overall,  this  section  had 
attained  many  positive  achievements  for  this  FY. 

This  section  intends  to  continue  to  work  on  reducing  the 
delinquent  tax  ratio  and  shrinking  open  accounts.   The  ultimate 
goal  is  to  reduce  delinquencies  from  the  current  5-6  percent  to 
1%  within  five  years. 
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LEGAL  SECTION 


The  Legal  Section's  primary  function  continues  to  be  the 
collection  of  delinquent  monetary  claims  under  the  Tax 
Collector's  jurisdiction.   In  addition  to  this  primary 
function,  Legal  Section  acts  as  the  legal  advisor  to  the  Tax 
Collector  and  his  section  supervisors  on  legal  issues  arising 
in  the  course  of  their  respective  monetary  collection 
activities . 

The  majority  of  delinquent  accounts  referred  to  Legal 
Section  are  tax  deficiency  assessments  from  the  Business  Tax 
Section;  the  remainder  are  medical  treatment  accounts  from  San 
Francisco  General  and  Laguna  Honda  hospitals.   These  delinquent 
tax  assessments  often  involve  closely  held  corporations  or 
limited  partnerships  and  demand  analysis  of  sophisticated 
commercial  legal  relationships  before  a  successful  collection 
strategy  can  be  developed.   A  thorough  knowledge  of  bankruptcy 
law  is  essential  to  this  practice. 

The  medical  treatment  claims  referred  to  Legal  Section  by 
the  Bureau  of  Delinquent  Revenue  typically  originate  because 
the  hospital  patient  or  his/her  estate  has  assets  in  excess  of 
the  amounts  allowable  by  law.   In  the  course  of  enforcing 
payment  of  this  kind  of  claim,  Legal  Section  staff  must  deal 
with  legal  issues  arising  from  the  account  debtor  transferring 
property  to  relatives  or  otherwise  misappropriating  assets  that 
should  have  been  applied  to  payment  of  hospital  services. 

Although  Legal  Section  personnel  utilize  the  civil 
collection  suit  as  the  principal  tool  to  enforce  payment  of 
delinquent  accounts,  they  also  employ  other  means  such  as  civil 
creditor  procedures  to  collect  delinquent  accounts.   These 
procedures  include: 

claims  in  bankruptcy  estates 
claims  in  decedent  estates 
claims  in  conservatorship  estates 
a  variety  of  liens 
voluntary  payment  instruments 

As  a  separate  operating  section,  Legal  Section  has  its  own 
set  of  performance  objectives  which  were  recently  revised  to 
reflect  the  increase  in  professional  staffing.   Current 
performance  objectives  for  Legal  Section  call  for  collecting  2 
million  dollars  of  delinquent  revenue  per  fiscal  year  and 
filing  60  civil  complaints  and  obtaining  28  judgments  during 
the  same  period.   Legal  Section  attained  the  monetary 
collection  objective  by  collecting  3.8  million  during  the 
reporting  period.   However,  the  subsidiary  objectives  expressed 
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in  terms  of  the  number  of  complaints  filed  and  the  number  of 
judgments  obtained  was  only  partially  attained  because  of  the 
substantial  professional  personnel  time  devoted  to  implementing 
the  municipal  tax  lien  legislation  and  securing  payment  of 
large  hotel  and  parking  tax  deficiencies  through  litigation. 

During  Fiscal  Year  (FY)  1991-1992,  Legal  Section  developed 
a  set  of  forms  to  implement  the  municipal  tax  lien  legislation 
which  was  enacted  last  year.   Legal  Section  personnel  utilized 
these  new  tax  liens  in  selected  cases;  and  in  one  case  caused 
payment  in  full  of  the  lien  amount  out  of  the  tax  debtor's 
sales  escrow.   The  Tax  Collector  Attorney  intended  for  other 
tax  collector  employees  outside  of  Legal  Section  to  record 
municipal  tax  liens  as  a  security  instrument  to  promote  tax 
debtor  compliance  with  partial  payment  agreements  which  those 
employees  negotiated  with  the  tax  debtor.   With  that  goal  in 
mind  the  Tax  Collector  Attorney  developed  a  comprehensive  set 
of  payment  agreement  forms  intended  to  apply  to  the  majority  of 
business  organizations  that  are  allowed  to  pay  delinguent  taxes 
through  installment  payments.   However,  at  the  end  of  the 
reporting  period  only  Legal  Section  employees  are  utilizing 
this  new  enforcement  tool. 

Legal  Section  attorneys  were  required  to  devote  a 
substantial  amount  of  time  and  effort  in  responding  to  several 
large  hotel  and  parking  tax  delinquencies.   In  each  of  these 
cases  the  amounts  of  tax  delinquency  exceeded  1  million 
dollars.   Moreover,  the  level  of  business  structure  complexity 
of  the  organizations  owing  delinquent  taxes  in  these  cases,  is 
commensurate  to  the  extraordinary  amount  of  delinquent  taxes 
for  which  these  cases  seek  collection.   Therefore,  prosecuting 
these  relatively  few  cases  accounted  for  the  majority  of  this 
section's  litigation  activities  during  the  FY. 

In  this  FY,  both  the  municipal  and  superior  courts  have 
promulgated  new  procedures  and  rules  under  the  Trial  Delay 
Reduction  Act  which  has  a  major  impact  on  the  way  Legal 
Section  does  its  work.   The  columns  below  illustrate  the 
significant  difference  in  time  allotted  to  perform  essential 
case  procedures  between  the  old  and  new  rules. 

Rule   Procedure  Time  allowance 

Old    •   Serve  complaint  on  defendant  and    •   3  years 
file  proof  of  service  in  court 

•  Bring  contested  case  to  trial       •   Within  5  years 

New    •   Serve  complaint  on  defendant  and    •   60  days 
file  proof  of  service  in  court 

•  Bring  contested  case  to  trial      •   Within  1  year 
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These  speeded-up  rules  created  a  hardship  on  Legal 
Section's  collection  activities  because  many  defendants  who  owe 
delinquent  obligations  have  left  their  former  residences  and 
places  of  business.   For  a  variety  of  reasons,  these  defendants 
may  not  always  be  located  and  personally  handed  legal  documents 
within  60  days  of  filing  the  complaint.   Unfortunately,  the 
critical  factors  affecting  service  of  process  on  the  defendant 
are  not  under  the  control  of  Legal  Section  personnel,  yet  they 
are  required  to  account  to  the  court  for  these  deadlines.   As  a 
result,  Legal  Section  has  been  forced  to  develop  new  and 
additional  procedures  for  meeting  these  court  imposed 
standards.   These  court  imposed  deadlines  require  Legal  Section 
attorneys  and  Legal  Assistants  to  spend  time  writing 
declarations  supporting  extension  requests  and  routine  status 
conference  reports,  when  their  time  could  be  better  spent 
attempting  to  locate  the  defendant  or  developing  the  case 
against  the  defendant.   The  cumulative  effect  of  all  the 
foregoing  factors  negatively  affected  the  total  number  of  new 
complaints  filed  this  year  and  the  number  of  judgments  added  to 
inventory. 
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LICENSE  SECTION 


The  License  Section  collects  license  and  permit  fees 
mandated  under  Part  III  of  the  San  Francisco  Municipal  Code. 
This  code  discusses  the  obligation  of  the  individual,  firm,  or 
corporation  to  pay  these  fees  and  the  responsibility  of  the  Tax 
Collector  to  collect  these  payments.   These  fees  are  regulated 
by  the  following  Departments: 

•  Public  Works 

•  Public  Health 

•  Police 

•  Fire 

•  Animal  Care  and  Control. 

The  fees  are  collected  to  defray  the  costs  of  inspection 
performed  by  the  regulatory  departments. 

During  the  first  guarter  of  Fiscal  Year  (FY)  1991-1992, 
collection  activities  included  the  Preferential  Parking  Permit 
Program.   However,  this  program  was  scheduled  to  be  transferred 
to  the  Department  of  Parking  and  Traffic  after  the  first 
guarter . 

The  FY  1991-1992  collection  revenue  was  $8,753,776  and  it 
was  2%  below  the  FY's  estimated  revenue.  The  shortfall  could 
be  attributed  to  the  following  factors: 

•  fewer  new  businesses 

•  greater  number  of  business  closures 

•  slower  economic  growth 

•  higher  unemployment 

Nonetheless,  the  overall  collection  of  $7,172,764  for  business 
and  dog  licenses  for  the  regulatory  departments  still  exceeded 
the  previous  year's  revenue  of  $6,638,437. 

The  third-year  collection  of  the  Rent  Stabilization  and 
Arbitration  Fee  for  the  Rent  Board  remained  a  major 
responsibility.   This  collection  procedure  was  relatively  smooth 
as  the  fee  gained  wider  acceptance  and  understanding  by  property 
owners.   This  was  the  first  year  that  delinguent  accounts  were 
attached  onto  the  property  tax  roll  as  a  special  assessment. 
The  San  Francisco  Administrative  Code,  Special  Assessment  Lien 
Procedure,  provided  such  authority  to  the  Tax  Collector  Office. 
Revenue  for  the  FY  would  be  augmented  from  the  collection  of 
these  delinquent  accounts  by  $163,310  when  the  Controller  closed 
the  FY  ledger.   This  amount  included: 
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1.  principal 

2.  interest 

3.  penalty 

4.  administrative  cost 

Items  1  to  3  would  be  credited  to  the  Rent  Board  and  item  4 
would  be  credited  to  the  Tax  Collector  General  Fund. 

The  section  continued  to  work  closely  with  all  the 
regulatory  departments.   It  referred  delinquent  accounts  and 
file  discrepancies  to  these  departments  promptly.   As  a  result 
of  these  concerted  efforts,  there  were: 

•  fewer  delinquent  accounts 

•  more  up-to-date  information 

•  more  expedient  payment  collection 

The  section  emphasized  both  public  service  and  revenue 
collection  equally.   It  worked  very  hard  to: 

•  keep  lines  at  the  office  counter  to  a  minimum 

•  train  staff  to  answer  telephone  calls  professionally 

•  dispense  information  promptly  and  effectively. 

Looking  forward  to  next  FY,  the  License  Section  anticipates 
a  significant  gain  in  revenue  as  the  following  Departments: 

•  Public  Health 

•  Public  Works 

•  Police 

all  have  increased  fees  for  some  major  license  classes.   Some 
of  these  increases  exceed  200%.   Procedure  modifications  in  dog 
licensing  are  targeted  for  the  late  fall  of  FY  1992-1993. 
Since  the  passage  of  the  State  Department  of  Public  Health's 
rabies  requirement,  the  number  of  licenses  sold  have  declined 
significantly.   This  new  dog  licensing  procedure  will 
synchronize  with  the  rabies  vaccination  renewal  procedure. 
This  arrangement  should  mollify  taxpayers  who  are  now  upset 
with  the  current  procedure  and  are  not  renewing  their 
licenses.   The  License  Section  anticipates  an  upward  growth  of 
revenue  and  the  computerization  of  internal  record-keeping  for 
the  next  FY. 
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